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ELECTRONIC ARTERIES THAT TAP THE SKIES... 


HIGH FREQUENCY CABLES made by PHELPS DODGE 





Styroflex coaxial cable—an outstanding example of Phelps Dodge high frequency cables—has 

vital applications in the electronic field ranging from strategic National Defense to family entertainment. 

It is equally efficient carrying warning signals to an Arctic radar screen or helping flash the 

latest news to the TV screen in your living room. The remarkable properties of this cable have won a deserved 


reputation for Phelps Dodge high frequency cables as the finest in the communications field. 


PHELPS DODGE COPPER PRODUCTS 
CORPORATION - SOO PARK AVENUE NEW YORK 22, N Y.§g 


FIRST FOR LASTING @aQvuattit ¥ FROM MINE TO MARKET 





THIS YEAR 





THE BELL SYSTEM IS PUTTING MORE THAN 


TWO BILLION DOLLARS IN NEW FACILITIES 


We are doing this because we are 
confident that growing America will 
need, buy, and use more telephone 
service tomorrow than today. 


We are doing it to improve our serv- 
ice further and make the telephone 
even more convenient. This we are 
sure will stimulate more use. 


These 1958 expenditures are higher 
than the average in the post-war years— 
and close to the highest in any year. 


A stimulus to the economy 
of the whole country 


Our goal, as I have said, is to serve 
you better than ever. In addition, the 
way this money flows out to other busi- 
nesses stimulates the economy of the 
whole country. 


Wherever there are new telephone 
buildings going up, or jobs of mainte- 
nance, there is work for local builders, 
carpenters, plumbers, 
painters and many others. 


electricians, 


Our spending means business too for 
thousands of other companies and 
workers in those companies. Last year 
the Bell System through Western Elec 
tric, its manufacturing and purchasing 
unit, bought from 33,000 firms through- 
out the country. Nearly nine out of ten 
of these are small businesses, each with 
fewer than 500 employees. This year 
again we expect to buy about a billion 
dollars worth of goods and services 
from other industries. 


To go ahead with our 1958 construc- 
tion, we in the Bell System have raised 
nearly a billion dollars of new capital 
in the last six months. Obviously, in- 


vestors will continue to entrust their 
savings to us only if they can expect 
reasonable earnings on the money they 


risk 


Good service at reasonable profit 
keeps the road to progress open 


and the ad 
vantage to all that comes from ou 
pushing ahead 


So telephone progress 


begins with our faith 
that Americans want good and improv 
ing service at prices which allow a fait 
profit 


This is the way of life which in our 
country has stimulated invention, 
nourished enterprise, created jobs, 
raised living standards, and built our 
national strength. As long as we live 
by this principle, the future of the tele- 
phone is almost limitless in new 


possibilities for service to you 


{afg¢->~ 


FREDERICK R. KAPPEL, PRESIDENT 


AMERICAN TELEPHONE AND TELEGRAPH COMPANY 





Canada 
turns on the 


gas and opens 


new markets 
for Moffats 


Official ceremonies have marked the 
arrival of natural gas in hundreds of 
Canadian towns coast to coast. As natural 
gas becomes available to more and 

more Canadians, the need for gas appli- 
ances will continue to grow. Moffats 
Limited—Aveo’s Canadian subsidiary, 
largest manufacturer and distributor of 
gas appliances—is prepared to meet 

this demand with a complete line of the 


latest, most efficient equipment. 


Avco today—works to provide quality 
products and the most advanced ideas 
and research. Recent Avco research, for 
instance, resulted in a Nose Cone for 
the U.S. Air Force Titan ICBM designed 
to withstand scorching friction as the 


Titan re-enters the earth’s atmosphere. 


Avco’s Divisions: Moffats Limited, 
Crosley, Lycoming, Research and 
Advanced Development, Aveo Research 
Laboratory, New Idea and Ezee Flow, AK, 


and Crosley Broadcasting Corporation. 


Avco Manufacturing Corporation 
750 Third Avenue, New York, N. Y. 


Moffats ‘ imited, Gibson and Wright Aves., 
Weston, Ontario 
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SIDE LINES : 


Moppets & The Market 


WE never thought to hear that 
some American kids are more in- 
terested in stocks & bonds than 
rock ’n’ roll, but we'll turn in our 
Mouseketeer cap and break all our 
Pat Boone records if that isn’t just 
what’s happening clear across the 
country. At least, so says a most 
informative 
chap down at 
the New York 
Stock Ex- 
change, who is 
apparently 
just as much 
impressed as 
we are. In 
some teenage 
circles, we're 
told, public 





a married couple) to a child with- 
out incurring a gift tax, but no 
more than $30,000 over a ten-year 
period to the same child. 

As a result of all this, our Ex- 
change friend tells us that strange 
things are happening among the 
younger set. In Fort Wayne, a 

couple who 
gave their 
teenage son a 
share of AT&T 
and then com- 
plained about 
the time he 
spent on the 
telephone 
received this 
considered re- 


ply: “Wadda- 





corporations 
are a lot more topical these days 
than Pvt. Presley. 

Perhaps 10-year-old Lennie 
Ross, the pint-sized stock analyst 
who rose to TV quiz fame last year 
by winning a boodle on the mar- 
ket, had something to do with it. 
More likely, though, this appal- 
ling sociological phenomenon has 
come about largely through the 
efforts of the Big Board and its 
member firms, which have urged 
state legislatures to enact laws fa- 
cilitating the giving of gifts of se- 
curities to minors. Thus far 42 
states have enacted measures that 
make the bestowal of stocks on 
kids both painless and practical. 

Free Gift. Not too many years 
ago such presents were taboo in 
the eyes of many states. But the 
new laws not only approve stock- 
giving, but actually make it easy 
for any parent to give his young- 
ster an interest in U.S. industry. 
Liberal in their allowances, the 
Uniform Gifts To Minors Act stip- 
ulates only that the donor be a 
member of the minor’s family or 
his guardian, and that, though the 
securities belong “completely and 
irrevocably” to the child, the donor 
serve himself, or appoint some 
qualified person, to act as custo- 
dian until the youngster reaches 21. 

What’s more, the Internal Rev- 
enue Service has ruled that, for 
tax purposes, giving stocks comes 
under the heading of gifts. Thus 
a donor can give as much as $3,000 
worth of shares a year ($6,000 for 
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yamean? It’s 
my company!” In Connecticut, one 
mother who presented her young 
daughter with a few shares of 
Libby, McNeill suddenly found 
shopping with the youngster at the 
local supermarket impossible—she 
insisted on buying more Libby 
products than the family could 
consume. A New Jersey high 
school boy, proud owner of a share 
of Standard Oil of New Jersey, 
thereupon became a steady “fill ‘e1 
up” customer with his hot rod at 
“my” Esso station. 

The Little Plungers. Nor has this 
sudden interest in stocks applied 
only to those youngsters lucky 
enough to receive shares as gifts 
One class of moppets voluntar- 
ily raked leaves and did other odd 
jobs about town to save up enough 
to buy a couple of shares in RCA 
In Indiana, an eighth-grade news- 
boy put aside $40 a quarter for the 
Exchange’s Monthly Investment 
Program (he picked GE, because 
he liked their TV commercials) 

And when a class in Nyack, N.Y 
brought in 10 cents each and saved 
up to buy a share of American 
Zinc, Lead & Smelting, President 
H. I. Young was so impressed he 
went to Nyack to address the class 

We think the emergence of all 
these budding young bulls bodes 
good for the U.S.’ future, espe- 
cially so when we learn that in 
picking up Daddy’s newspaper at 
night more & more kids are skip- 
ping over the comic pages to get 
to the stock tables. 
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GET CLOSE 
to your Suppliers 


One of our most important 
jobs is to know where in the 
Rock Island States it’s possi- 
ble for a manufacturer to be 
close to his suppliers . . . yes, 
and close to his markets or 
anything else essential to his 
well being. We've tabulated 
and recorded just such useful 
information so as to make it 
easily available. So, in looking 
for a new plant site, let your 
first step be to address . . . 


Industrial Department 


ROCK ISLAND LINES 


La Salle Street Station 
Chicago 5, Illinois 


ma Rock // 
<a> Island ‘Ss 





READERS SAY 


Money’s Worth 


Sir: A letter in Forses (“Commission 
Rates,” May 15) proves I “have no 
business in the stock market.” I don’t 
have $15,000 to invest and couldn’t buy 
a round of shares in Ersatz Bologna. 

But for the commission I pay on my 
small $2-300 purchases I have received: 
(1) patient, courteous clarification of 
any process regarding investments, brok- 
ers’ services, and corporate finance and 
operations which might puzzle me or 
stir my curiosity; (2) prompt, unques- 
tioning execution and confirmation of 
orders in response to telephone requests; 
(3) a regular quarterly industry survey 
and guide covering some 30 industries 
and some 500 corporations; (4) complete 
history, analysis, current data and advice 
regarding any specific stock in which I 
may be interested; (5) information of 
particular interest to me, hot off the 
ticker, is frequently phoned to me right 
on the job—so that I have known of 
rocket failures or successes, unusual 
movements in the market, and other 
economic and defense news, earlier than 
the local VIP’s and high-ranking officers. 

Perhaps your other reader thinks I'm 
disillusioned, but I personally feel that 
I am getting education in a fascinating 
subject, plus management, safe-guarding 
and bookkeeping services in connection 
with my shares, and maintaining a direct 
line into the very heart of American 
business and finance—all for a nominal 
charge which I would consider a real 
bargain even if I had to pay it and never 
bought another share of stock. In these 
days of substandard quality and service, 
where else can one do so well for his 
money? 

Britt SANDERS 
S/Set., U.S. Air Force, 
Snelling Air Force Station 
St. Paul, Minn. 


Str: In regard to Mr. Leo Dixon’s 
letter, why not tell him of the growth 
in some of our insurance stocks, especi- 
ally Aetna Life, Connecticut General 
Life and Franklin Life? It takes money 
to make money, but one does not need 
$15,000 to start. 

As a securities salesman, I'd be out 


of business if I were required to tind 
people with $15,000 or more. My guess 
is that he is quite high on his figure. 

—Davin MOosELEy 
East Hartford, Conn. 


Executive Attire 


Sir: One reason for the textiles’ dold- 
rums is the old-style clothing worn by 
those in your front cover photos during 
the past two years. 

Cuaries S. Gop 
Philadelphia, Pa. 


Obviously clothes do not necessarily 
make the company man.—Ep 


Two-Way Pay 


Str: Commenting on a letter (“Com- 
mission vs. Loading Charge,” Forses. 
May 15), you state that “the broker's 
commission on a $100 odd-lot transac- 
tion is 2% plus $2—but with a $6 mini- 
mum; the average loading charge is 
742%.” Correct—but didn’t you forget 
to point out that the $6 minimum again 
applies when one sells out? 

RaLpH Davis 
Appleton, Wis. 


Forses felt that the phrase “a $100 
odd-lot transaction” covered both the 
buying and selling varieties.—Eb. 


TV Network 


Sir: Your informative article concern- 
ing National Telefilm Associates (‘The 
Used Movie Czars,” Forses, May 15) 
was a diligent and fine piece of report- 
ing. However, one misleading statement 
crept in somewhere along the line. 

Your text stated: “The idea of the net- 


‘work is to provide some 150 television 


stations in the 17 markets with more 
than three channels with complete tele- 
vision programming on film.” 

I am sure you intended to say that 
[NTA] intends to program a network 
of some 150 television stations, includ- 
ing the independent stations in the 17 
four-or-more station markets. In the 
latter areas, NTA will compete with the 
major networks in prime evening time 
periods (7:30 to 10:30 p.m.). 

GeEoRGE CRANDALI 
National Telefilm Associates 
New York, N.Y. 
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Even among themselves the economists 
can’t agree whether we're in for a long recession or a short one. Here’s a 
rundown on what the economists are arguing about and what it means to 
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Ltalic Styling @ 


A NEW CONCEPT OF EXECUTIVE ENVIRONMENT 


... dramatically achieved through the tasteful inter 
mingling of exciting new materials, colors and design 
Limitless in variation, Italic Styling can be tailored to 

the precise character of the business — the personality 
and taste of the executive 


To acquaint yourself with this magnificent furniture, the 
focal point of Italic Styling, and our complete interior 
design services, call your GF dealer or branch, 

or write for your full-color Italic Styling brochure 
GF Studios, Dept. G-12, Youngstown 1, Ohio 
Division of The General Fireproofing Company 


£ /talic Styling BY GF STUDIOS 
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Three little future accountants seem to be amazed at the 
figures their father is showing them in the family budget. Their 
father and mother, Mr. and Mrs. Richard Baer, through long 


experience, appear able to take the budget more in stride. 
Mr. Baer is an accountant in the General Office of Standard Oil 
Company where Standard’s annual budget is prepared. 


Where does the money go? 


REVIEWING FAMILY BUDGETS, pleasant or not, is a task every 
family has to face at some time. And every business, too. In a 
way, company finances are a lot like personal financial problems. 


Companies, too, must watch the pennies. Like you, Standard Oil 
and its subsidiary companies took in a certain amount of money 
last year. And here’s what happened to it. 


You are welcome to a copy of our 32-page 1957 Annual Report. 
Just write to Standard Oil Company, 910 S. Michigan Ave., Chicago 80, lil. 


1. Things we bought and used... 59.5% 


Most of the money we took in went for things we had to buy, such as 
crude oil, materials and services, plus charges made for wear and tear. 

costs are roughly comparable to your living expenses. We buy 
everything from paper clips to structural steel from more than 32,000 
independent companies in hundreds of American communities. While 
our costs have skyrocketed in the past few years, prices of oil products 
have gone up only slightly in the same period! 


2. Taxes paid...18.7% 


Our next biggest item—even bigger than our payroll—was for taxes, 
including our own taxes, and those we collect from our customers for 
national, state and local governments. All together this totaled 
$447,048,487. And that figure does not include the many “hidden” 
taxes everyone pays! 


3. Wages, salaries, benefits...15.5% 


Then there were wages, salaries and benefits for our 49,680 employees. 
Standard Oil employees enjoy one of the most progressive benefit pro- 
grams in any industry. Back in 1903, when retirement plans were vir- 
tually unheard of in industry, Standard Oil started its retirement plan. 
It was among the first industrial companies in America to do this. 


4. Profits used for improvement...4.0% 


After all costs of doing business were taken care of, 6.3% was left. This 
is profit. We used part of this, or 4.0% of our total income, to expand 


STANDARD OIL 
(INDIANA) 


facilities and to improve our products and services for the millions of 
people who depend on us for petroleum products. 


5. Profits paid to owners...2.3% 

The balance, or 2.3%, went as dividends to our 148,400 shareholder- 
owners. Standard Oil has paid dividends for 64 consecutive years. The 
value of dividends paid in 1957, including a special fourth quarter 
dividend, was $2.11 per share. We try to pay share owners a dividend 
equal in value to approximately half of earnings each year, reinvesting 
the remainder for future growth in the interest of shareholders, em- 
ployees and the public. 


6. And that’s where our money went! 


All the money we took in has been accounted for. At our service sta- 
tions, our plans and investments face the final test, for our millions of 
customers are the bosses. Through our subsidiaries, we serve all 
America. Our products are sold in 48 states. 


What makes a company a good citizen? To be a good citizen 
a business must be frank and open—with employees, stockholders, 
customers, the public. In advertisements like this during the year, 
we at Standard Oil publish reports to our neighbors so you will 
know how we work, something about our Standard Oil family, 
where our money goes, and the part we play in the prosperity of 
the communities in which we live and work. 


yy 


STANDARD 


COMPANY 


THE SIGN OF PROGRESS... 


MARKETING SUBSIDIARIES: AMOCO (The Americon Oil Company) * UTOCO (Utah Oil Refining Company) THROUGH RESEARCH 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


OF BUSINESSMEN & BUREAUCRATS 


Fascist and communist states have one outstanding 
advantage over a free enterprise democracy so far as 
government is concerned. Since all power, all prestige 
and all career opportunities belong to the monolithic 
state, the authoritarians do not have to worry about 
how to get civil servants. An enterprising young man has 
few other places to go. 

Not so in a democracy. Finding the right kind of men 
for important government jobs is one of our toughest 
problems today. Not only are the rewards far higher in 
private :adustry, but our individualist traditions tend to 
make ambitious people shy away from anything smack- 
ing of “bureaucracy.” 

One solution has been tried a good deal recently. This 
involves getting businessmen to take a few years out of 
their regular careers in order to fill policy-making jobs 
in Washington. Theoretically this is an ideal solution. It 
gives the Government the benefit of trained, practical 
talents, and it gives the businessman an experience that 
can be of great value to his own career. 

In practice, however, the system of businessmen-in-gov- 
ernment has not always worked out so happily—neither 
for the businessmen nor for the Government. All too 
many businessmen have quit Washington in disgust. And 
all too many others have failed to make the adjustments 
necessary for getting along in the nation’s capital. 

Why should this be so? What has gone wrong? Why 
can’t the man who runs a business successfully also run 
a government bureau successfully? Is it the Government 
or the businessmen who are at fault? 

Intrigued by these questions, the Harvard Business 
School Club of Washington raised $30,000 from two 
foundations and made a study of the subject of business 
in government. This study 
started with the premise that 
the Government needs to re- 
cruit business executives. And 
it noted that “though the Ei- 
senhower Administration has 
been called a ‘businessman’s 
government, it has had an 
exceedingly difficult time get- 
ting the kind of businessmen 
it wanted.” 


UNDER SECY. 
DILLON 


ForBES, JUNE 1, 1958 


SECRETARY 
McELROY 


The Harvard Club study came up with three basic 
reasons for businessmen being dissatisfied with working 
for Washington. They were: 

1) loss of pay due to lower salaries in government 
service; 

2) “red tape” involved in government work; 

3) exposure to unrestrained criticism from Con- 
gressmen. 

The study goes on to make some recommendations fo1 
making government service more appealing to business- 
men. They are, by and large, excellent suggestions. But 
from my own experience as a businessman and a legislato 
I would like to add an observation of my own. It is this 
a major part of the responsibility for the unhappy ex- 
periences of many businessmen in Washington rests on 
the businessman himself. It boils down, I think, to the 
failure of many businessmen to realize that the Govern- 
ment is very different from private business 

In business, an executive makes a decision and that is 
that. It is the job of his subordinates to carry it out 
Once the decision is made, the executive is answerable 
only to the directors for the results as they appear on the 
profit & loss sheet. But in government, things are rarely 
that clear-cut. You have to persuade people in order to 
cut through red tape. You have to persuade Congressmen 
to give you the money you need and to accept you 
recommendations. The government executive's decision 
in other words, is a good deal less final, less binding 
than that of a business executive 

Some businessmen just cannot get used to this at- 
mosphere. One of them complained very bitterly when 
he was questioned for the Harvard Club survey. H« 
groused about “the star chamber proceedings which tak« 

place whenever I am a party 
completely innocent or other- 
wise, to an investigation He 
added, with an outraged ail 
“This becomes even more ex- 
asperating when one is badg- 
ered by cheap politicians 
Obviously 
being “badgered” and “prod- 


nobody enjoys 


DEPUTY SECY. ded,” but the ways of democ- 


QUARLES racy are sometimes neces- 





sarily slow. The businessman who throws up his hands 
and goes ‘back to his money-making is shirking his 
responsibilities. 

If, instead of grousing, businessmen would recognize the 
nature of the beast they would not be so cowed by it. 
What basically is the difference between being a govern- 
ment executive and a corporation executive? I think that 
it can be summed up in the phrase “salesmanship.” A 
government official does not usually sell goods but he 
must constantly sell his ideas and his programs to his 
subordinates, to the White House and to Congress. When 
you stop to think about it, this is not so very different 
from what a businessman does. Only the emphasis is 
different. 

The businessman who approaches government work 
with the realization that he is a salesman, a persuader, a 
lobbyist if you will, has an excellent chance. He has a 
chance of getting things done and of coming away with a 
wonderful feeling of accomplishment. Individual busi- 
nessmen have succeeded brilliantly in Washington be- 
cause they have remembered this basic rule. To name a 
few of them: Under Secretary of State for Economic 
Affairs C. Douglas Dillon; Deputy Secretary of Defense 
Donald Quarles; and, of course, Secretary of Defense 
Neil McElroy. 

Whether we like it or not, government today is our 
biggest business. It is going to remain so, and upon its 
efficient operation is going to depend not merely our 
security but the economic atmosphere in which all other 
business operates. It behooves responsible businessmen 
to do what they can to serve and understand government 
rather than to sniff and snarl at its sometimes ponderous 
workings. 


bs 


A READER TAKES ISSUE 


A few months ago your publisher sounded off with 
his ideas for dealing with a serious recession. Among 
other things I stated my basic belief that it is the duty 
of government in a modern democracy to intervene in 
the economy if that is necessary to prevent a depression. 
Specifically, I suggested Washington should put through 
a large and immediate tax cut the minute it appears that 
the recession is getting out of hand. 

Forbes received quite a number of letters supporting 
this position and not a few opposing it. Of the latter 
group, one especially stood out. It was written by 
Forses reader Carl Kelly of Winnetka, Ill., and some 
of Mr. Kelly’s ideas are so well put that I think 
they are worth passing on to our readers—even though 
they do not entirely agree with our own position. Here 
is what Mr. Kelly has to say. 

“... 1 was really shocked at your editorial . . . wherein 
you offered three or four solutions for the present slump, 
all of which ultimately boiled down to the single prescription 
of recommending that the Government in its own name put 
the taxpayer further into debt... 

“... | have compared the credit binge on which America 
has been embarked since the end of World War II to a pro- 
longed drinking bout on the part of an alcoholic. If this is 
sound reasoning, I compared your editorial with the patient 
finally attempting to sober up and your recommendation to 
be equivalent to saying that a doctor’s assistance is necessary 
for his recovery and the only practical solution is to decide 
whether the patient should be fed more alcohol by a stomach 
tube through his mouth or injected intravenously .. . 

“All through the boom, the New York, Chicago, and Miami 


Beach newspapers, all the financial journals and the news 
magazines were filled with pronouncements by the leading 
industrialists, bankers, and presidents of retail and mail 
order chains generally accepting a large share of the credit 
for American prosperity and urging the Government to let 
the free enterprise system function. Now with but a few 
minor clouds overhead to date one has to search for any 
pronouncement by these former leaders, and I have read 
countless columns on what the Government should and 
can do. I also note that the multi-million dollar domestic 
oil producers are asking and getting Government aid at the 
expense of the taxpayer to prevent the inflow of foreign 
oil and the resulting decrease in refined oil product prices. 
Next I read that the governors of eleven western states 
want the Government to take action (at the expense of the 
taxpayer) to bolster the mine owners of copper, lead, zinc, 
etc. Three days ago I read where General Electric has to 
have help from the Government (at a roundabout expense 
to the taxpayer) on their large generating equipment. 

“But there is utter silence on what brought about the 
present cloudy weather. . .. Wouldn’t it be refreshing, Mr. 
Forbes, to publish the truth—that the excesses of a boom 
always are the cause of and lead to a slump and that we have 
all been guilty of living in a fool’s paradise—for example: 

“The Government—with economic conditions already im- 
proving, loosened credit in 1954 and then pulled out the other 
stops to feed the boom, which should have been reserved 
for a depression period .. . 

“Labor—in its new-found power proved unusually greedy 
and grasping in its demand for higher wages, contributing 
the largest single factor to rising costs and pricing their 
finished products out of the reach of an increasing percent- 
age of average Americans. 

“Industry—exploiting the consumer demand to the maxi- 
mum from a profit standpoint; resisting labor’s demands less 
than the maximum they were capable of, knowing that with 
the consumer appetite voracious they could pass it on in 
the price of their product and add a little gravy for them- 
selves... 

“The Financier—merrily adding kerosene to the already 
raging blaze by the making of excessive loans for both short 
and long-term purposes; stimulating the demand for con- 
sumer durables by extending time of repayment to the 
maximum, etc. 

“The Consumer—by sticking his head in the sand and be- 
lieving that in the new era jobs and plenty of overtime at 
constantly ascending wages would always be available and 
extending himself by mortgaging his future beyond the 
point of prudence for homes, automobiles, dishwashers, 
etc., etc. 

“. ..In short, Mr. Forbes, I am terribly disturbed at the 
lack of leadership on the part of our economic big shots at 
this time and their willingness and desire for the Govern- 
ment to take over. It seems to me that the very group that 
we look to for the sustaining and improvement of free en- 
terprise are by their very actions today striking a telling 
blow in favor of the socialistic trend already far too preva- 
lent in America. 

“... Frankly, while I certainly hold no brief for the labor 
unions of today, I often wonder if in their new-found power 
they are any more arrogant and aggressive than the early 
so-called “economic royalists” of America, or for that matter 
any other group—be they religious, military or political— 
who have always proven to be so when first achieving power 
in any culture. 

“I believe that the fundamental requirment for a solution 
is not money, money, money, but is the concerted brain- 
power of America’s leaders. The brains that made America 
great and wealthy are the key to the solution—not the 
squandering of the wealth accumulated. 


Forses could not agree more with Reader Kelly when 
he deplores the tendency on the part of Americans of all 
economic groups to tug at Uncle Sam’s purse strings the 
minute the going gets a little rough. But there is another 
side of the coin to which Mr. Kelly does not perhaps give 
enough emphasis. It is simply this: that in our com- 
plex and highly dynamic economy, mass unemployment 
and widespread bankruptcies are no longer tolerable—as 
an alternative, government intervention is preferable. If 
we can avoid a massive depression without government 
intervention, so much the better. But avoid it we must, 
even if Washington has to resort to possibly inflationary 
tax cuts and public works. 
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Man most likely to succeed ...2n getting over a 


“Yes,” said the doctor, “you have a stom- 
ach ulcer. If you want to get over it, you 
must slow down and quit worrying.” 

“Sounds easy, but how do I do it?”’ the 
patient asked. 

“You've got to work at it. You can’t 
change overnight. About your worries— 
talk them over with someone you trust. 
When problems seem insurmountable, 
leave them awhile—spend a few hours 
with a book or putter around your garden. 

“Tackle your big problems oneat a time 
and your work load will seem lighter. Let 
some things wait until tomorrow. 

‘After some rest and a good night’s sleep, 
the chances are you will view your trou- 
bles next day more calmly and clearly.” 


And so this man. . . convinced that ten- 
sion and strain are his worst enemies is 
well on the way to getting over his ulcer. 

It is estimated that about one-half mil- 
lion Americans have ulcers. Moreover, 
ulcers take the lives of nearly 10,000 
Americans every year. 

Many factors contribute to ulcers—too 
much heavy, rich, spicy food, irregular 
meals and sleep. But emotional stress 
seems to be the chief culprit. 

When an ulcer is discovered early and 
treated promptly, however, most patients 
can relieve their symptoms by diet, acid- 
neutralizing medicines, and mental or 
emotional discipline. 


Although relief of symptoms is usually 


easy to achieve, ulcers tend to recur and 
patients who have had an ulcer should 
have periodic medical supervision 


If unchecked, an ulcer may undermine 
general health by upsetting digestive 
processes or it may penetrate the wall 
of the affected organ and require immedi- 
ate surgery 

Fortunately, operations for these com- 
plications are successful in most of the 
cases 
Should an ulcer occur, recovery depends 
If he fol- 
lows his doctor’s advice about diet, medi- 


largely on the patient: himself 


cation and a normal daily routine, he 
stands an excellent chance of overcoming 
his ulcer and living his normal life. 
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Metropolitan Life Insurance Co. 
1 Madison Ave., N.Y. 10, N.Y. 
Please mail me a free copy of 
your booklet “Emotions and 


Physical Health, 6-58-! 
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America Rides and Rests on Airfoam by Goodyear 


finding increased acceptance among shoe manufac- 


Within the last few years, Airfoam developed by 
Goodyear has become synonymous with comfort in 
the minds of most consumers. According to a nation- 
wide survey among women, Airfoam is the most 
popular foam rubber today. 


The growing uses of Airfoam have revolutionized 
certain industries, such as furniture cushioning, mat- 
tresses, and seating for automobiles, planes and trains. 
Modern cars take vast quantities of foam rubber for 
seats. backs. armrests and for added safety factors. 
Airjoam has also gained wide popularity sold by the 
yard or in special molded shapes for do-it-yourself en- 


turers for cushioning soles. 


When you walk, ride or rest, Airfoam and a host of 
other Goodyear products add much to comfort and 
safety in your daily life. These include tires . . . indus- 
trial rubber products .. . films and flooring . . . shoe 


products ...chemicals ... metal products... aviation 


and aircraft products ... and a number of others find- 


ing growing markets every year. 
o . . 


It is through imaginative growth like this that Goodyear 


thusiasts. Another form of foam rubber—Airfoot—is has become the world’s largest rubber company. 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 


Watch “Goodyear Theater’ on TV—every other Monday 9:30 P.M. EDT. Airfoam , Airfoot —T.M.'s The Goodyear Tire & Rubber Company, Akron, Ohio 
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PACE SETTER OF THE GROWTH-GAITED 


“Think” 


is International Business Machines’ 


motto and 


“Think Big” its guiding rule. Result: enormous success for 
a company which habitually and happily lives above its in- 
come, never knows where its next $2 billion is coming from. 


Next to “THINK,” the most ubiquitous 
sign in U.S. offices these days is an 
irreverent travesty on THINK, which 
advises: PLAN AHEAp.At his IBM* 
“World Headquarters” in Manhattan 
last month, Thomas J. (for John) 
Watson Jr. looked back on two years 
of planning ahead properly. Since 1955 
he has brought IBM’s gross revenues 
galloping up from $563.5 million to 
$1 billion, increasing profits along the 
way by $35.2 million. More than any 
other IBMan, it has been Tom Jr. who 
has put the giant ($1.1-billion assets) 
business machine behemoth out front 
in the battle of the electronic “brains.” 

Brainpower. As of last March, ac- 
cording to John Diebold, the George 
Gallup of digital computers, 5,997 
computers of all sizes had been rented 
or sold. Of these, IBM alone ac- 
counted for 4,846 (80.8%). Of the 
3,267 additional “brains” on order, 
IBM had chalked up a total of 2,900 
(88.8°7 ). 

On display at World Headquar- 
ters was IBM’s latest electronic tri- 
umph, the RAMAC 305. Behind its 
glass case, with its constantly moni- 
tored temperature and humidity, the 
RAMAC (for Random Access Method 
of Accounting and Control) sat throb- 
bing and pensive, looking for all the 
world like a cross between Donovan’s 
Brain and a Wurlitzer jukebox. Five 
years abuilding, it had taken 300,000 
man-hours and 1,400 separate modi- 
fications to turn out the first success- 
ful model. RAMAC’s 50 memory discs 
can store up 5,000,000 alphamerical 
characters of information, provide 
business firms with an instantaneous, 


*International Business Machines 
Traded NYSE. Current price: 
range (1958): high, 357; low, 300. Dividend 
(1957): $2.20. Indicated 1958 payout: $2.60. 
Earnings per share (1957): $7.73. Total as- 
sets: $1.1 billion. Ticker symbol: IBM 


Corp. 
349. Price 
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running record of operations, keep 
company accounting and inventories 
“perpetually current.” Renting for 
$3,200 per month (or selling at $189,- 
950), IBM has 70 RAMACS installed, 
1,200 more on order. 

Says one meteorologist at the U.S. 
Weather Bureau in Washington, 
which uses another IBM “brain,” the 
704, to help predict the weather and 
draw its maps: “About the only thing 
this machine won't do is sing “Stormy 
Weather.” Somewhat less ecstatic is 
President Watson, who is well aware 
of his machines’ limitations. With the 
big digital computers (along with 
IBM’s famed punched card tabulating 
equipment) contributing 56°, of the 
company’s gross revenues, Watson al- 
lows: “We have tremendous hopes for 
what these machines will do for gross 
revenues and net in the years to 


IBM’S TOM WATSON JR.: 
“only human beings have brains” 


come.” But “brains?” he scoffs. “Only 
human beings have brains!” 

The Keys of the Kingdom. Tom Wat- 
son knows that no 704 can solve IBM’s 
most pressing problem: its endless 
thirst for new capital to help finance 
its enormous growth. That Topsy- 
like expansion has seen IBM’s gross 
leap by $667 million since 1952, a 
gain of 199.8% (vs. a 68.8% sales in- 
crease to $382.5 million for top rival 
National Cash Register). More sur- 
prising for a growth company par ex- 
cellence, IBM’s profits have kept pace, 
mushrooming by 198.7°% to $89.3 mil- 
lion (vs. an 80.2% gain in net to $18.2 
million for National Cash). 

The key to IBM’s success and the 
very nub of its long-range problem 
lies in the unique nature of its busi- 
ness: roughly 60°, of IBM’s huge rev- 
enues comes from rentals and service 
fees. Six years ago this financial 
phenomenon caught the eagle eyes 
of Government trustbusters. Con- 
cerned that fully 90°; of all tabulating 
machines and punched cards in the 
U.S. were made by IBM (a business 
reckoned at $250 million), the trust- 
busters finally got IBM to sign a con- 
sent decree in 1956. Under its terms, 
IBM agreed to try and sell, as well as 
rent, its computing machines, and sell 
off enough of its punch card equip- 
ment to bring its share of the market 
down to 50% by 1963. 

Since then IBM has tried to live up 
to the letter of the decree. At consid- 
erable expense, it has set up schools 
to teach how to 
machines, lowered its prices, insti- 
tuted sales contests as an incentive to 
salesmen, geared 
so that a salesman earns 15°; more on 
a sale than on a rental. Yet for all 
that effort, only what Tom Watson 
cagily calls “less than 24%% of data 
processing annual output” is in sales 

High Gear. The upshot is that, like 
it or not, IBM is still very much a 
rental outfit. One big reason is that 
the customers seem to prefer it that 
way. Many a business customer can- 
not afford to plunk down anywhere 
from $25,900 to $118,900 to buy one of 
IBM’s_ small 600-series com- 
puters (let alone as much as $2 mil- 


others service its 


even commissions 


scale 


1% 





IBM EDUCATION CLASS (SAN JOSE, CALIF.): 
first came the challenge, then the choice, then the achievement 


lion for a big brain); but renting one 
at anywhere from $550 to $2,250 a 
month is quite another thing. More- 
over, with technical advances coming 
thick and fast, obsolescence is a con- 
tinuing hazard. IBM’s huge 701 and 
702 electronic brains, of which 20 
were delivered to customers, are no 
longer in production, have since been 
superseded by the 704, 705 and 709. 

Thus, IBM runs what is 
essentially a rental business, and be- 
cause that business is expanding at a 
pell mell pace, it means vast imme- 
diate cash outlays for the company, 


because 


but deferred cash income. In the past 
five years, IBM has poured just under 
$1 billion into new plant and equip- 


ment—but mostly equipment. “We’re 
like the Telephone Company,” says 
Watson. “Our money goes into gear, 
not necessarily plants.” Indeed, of 
the $1.2 billion that IBM puts down as 
brick & mortar, only $171.6 million is 
in land and buildings.” 
For each $1 it has 
gross since 1953, IBM has laid out 
$1.59 in capital expenditures. What’s 
more, its annual expenditures have 
been growing steadily each year. Last 
year’s $326.3-million investment was 
almost triple 1953's $122.2 million, and 
all Watson will say about the 1958 
outlay is that it is sure to be “higher.” 
Sighs Watson: “We're constantly pay- 
ing out more than we're taking in.” 
The problem, therefore, is that well- 
heeled as IBM may be ($170 million 
in cash and securities), at its present 
perspiring pace there is little doubt 
that it is going to need a lot more 
money in years to come than its cur- 
rent income will provide. How much 
more will depend on how far IBM can 
keep climbing. The last time young 
Tom Watson predicted IBM’s future 
was in July, 1956, one month after his 
father’s death. “We're going to reach 
$1 billion in sales before I’m 45,” he 
said then, “and I’m 42 today.” Actual- 
lv IBM reached that goal last year 


increased its 


with two years to spare—and Watson 
has not ventured a prediction since. 
An Extra Fillip. Yet even Tom Wat- 
son needs no RAMAC to conclude 
that at its current rate of progress and 
payout, IBM will be mighty cash- 
hungry by 1962. If the next five years 
mirror the past five, IBM’s sales will 
grow at the rate of 246° a year, 
bringing its gross up to $2.3 billion. 
Actually, Watson does not believe 
IBM can sustain such a pace. One 
great spur to IBM’s recent growth has 
been a tremendous upsurge in mili- 
tary business: e.g., prime contracts 
for the SAGE (Semi-Automatic 
Ground Environment) and BRANE 
(Bombing-Radar-Navigation Equip- 
ment) air defense systems. Last year 
such projects accounted for 22° of 
IBM’s $1-billion gross revenues. But 
while defense business is currently 
running ahead of last year’s pace, 
IBM’s brass expects it will begin to 
level off. As Treasurer Charles V. 
(for Vincent) Boulton, 40, an IBM 
veteran of 19 years, puts it: “We don't 
think our military work will grow 
nearly as fast as it recently has.” 





GROWTH GAIT 


Even in the fast-paced oftice-machine 
field, IBM’s growth pace in sales 
stands out spectacularly. 


Annual rate of — 
sales growth* 
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Still, even without military work, 
IBM’s bread & butter business has 
been sprouting at a 21°%-a-year clip 
since 1953. Thus, if the string con- 
tinues, by 1962 IBM will be a $2-bil- 
lion company, and will need at least 
that much in new capital just to keep 
the pot boiling. 

Bargain Sale. To drum up the cash 
it has needed, IBM has already pulled 
every trick in Wall Street’s book, 
often in defiance of its own solidly en- 
trenched traditions. Until last year. 
IBM had been able to finance its own 
growth out of a rigid policy of austere 
dividends and zealously retained 
earnings—plus a funded debt that had 
grown from $30 million at war’s end 
to 1957’s $375 million (all through the 
Prudential Insurance Co.). But in so 
doing, IBM had also piled up a debt 
that in 1956 ($330 million) was almost 
equal to its total equity capital. It 
was more than IBM cared to carry at 
those odds. 

To find a new source of cash and 
bring its debt down to a more favor- 
able ratio to stockholders’ equity, 
IBM went to the well last year and 
floated its first new stock issue in 32 
years. Next to GM’s $328.5-million 
stock sale in 1955, it was the second 
biggest offering the Street had ever 
seen. Typically, IBM gave its share- 
holders a bargain, offering 1,050,223 
new shares at $220 vs. the going mar- 
ket price of $332. As might be ex- 
pected, the issue was immediately 
snapped up, for no one had to remind 
investors that anyone who had paid 
$2,750 for 100 IBM shares in 1914 and 
shared in all splits and rights along 
the way would have been holding an 
investment worth $2.5 million. 

With the $231 million gained from 
the sale plus an agreement with the 
Pru to take down another $125 mil- 
lion by 1959 (thus bringing its total 
indebtedness to $500 million), IBM 
figures it now has enough ready cash 
to meet normal needs and “allow the 
business to grow” at least for the next 
few years. After that, IBM knows it 
will have to look for more, especially 
if the economy should start booming 
again. Whether it will go back to 
the well or return to ever-willing Pru, 
IBM won’t say. “It’s too early in the 
game,” observes Treasurer Boulton, 
“but we have no prejudice one way o1 
another.” 

The Big Flow. Meanwhile, IBM's 
Watson has at least one more cash- 
generating ace up his corporate 
sleeve: a depreciation-amortization 
policy that would make even a pro- 
ducing oilman blush. Up to 1956, 
IBM depreciated its machines evenly 
over a ten-year period. Even under 
that conservative “straight line” 
method, the $60.7 million it wrote off 
in depreciation in 1953 was almost 





double its $34.1 million in net earn- 
ings. Taken together, however, the 
figures make for a $94.8-million cash 
flow available for funding IBM’s 
yeasty growth and paying the tradi- 
tionally modest cash dividend. 

Even that, however, was hardly 
enough. So beginning in 1956, IBM 
speeded up its depreciation schedule 
to the “sum of the years’ digits” meth- 
od, under which a greater proportion 
of an asset is written off in the first 
years. The new method had the ef- 
fect of penalizing IBM’s earnings by 
$4.3 million in 1956 and $11.4 million 
last year, but it promises to produce 
more cash in the years ahead. And 
while 1957’s $140.9 million in depre- 
ciation was only 61.2%, of IBM’s total 
cash flow (vs. 64.1% in 1953), the 
cash flow itself has grown from $94.7 
million to $230.2 million. 

One World. Another way of IBM 
life lies overseas in 84 countries, 
where its World Trade Corp. does a 
thriving business. Begun at first 
as a hopeful sideline, World Trade 
soon grew into a division and in 1949, 
having all but outgrown its britches. 
became a wholly-owned, but inde- 
pendently run subsidiary. 

Run by what Tom Watson whim- 
sically refers to as “a relative* of 
mine”—his brother Arthur Kittredge 
(“Dick”) Watson, 39—World Trade 
does not consolidate its figures with 
parent IBM. It is no piddling omission 
Last year World Trade’s gross income 
from sales, service and rentals hit 
$202.2 million (vs. 1956’s $157.7 mil- 
lion), and net rose from $22.5 million 
to $27.2 million. 

Ostensibly, all that parent IBM got 
for its additional $27.6-million invest- 
ment in World Trade last year was $6 
million in dividends (a gain of $2 
million over the year before). Salting 
away $21.2 million in retained earn- 
ings, World Trade’s 1957 net profit 
margin was a walloping 13.5%, com- 
pared with IBM's 8.9°%. Even Nation- 
al Cash (with a 4.5% margin at home. 
8.3°, abroad) was no. match for World 
Trade’s performance. Yet at the same 
time, World Trade’s return on parent 
IBM's total equity in it ($137.9 mil- 
lion), while better (19.79) than IBM’s 
own domestic return on stockholders’ 
equity (14.3°) and ahead of National 
Cash's 18.6°% return on 
investment, nevertheless trails 
roughs’ 27.8°,. 

None of this has shaken Dick Wat- 
son's belief in World Trade’s future 
one whit. When one wag once sug- 
gested that World Trade might one 
day be as big as IBM, A. K. Watson’s 
reply was a straight-faced: “It’s pos- 
sible.” 

*Another relative, still active in IBM af- 
fairs: Tom Sr.’s widow, Mrs. Jeannette K 


Watson, a director who, says Tom Jr., “has 
been directing me for the past 44 years.” 


its overseas 


Bur- 
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*“RAMAC” ELECTRONIC BRAIN SYSTEM: 


“first comes illusion, then disillusion. then 


“That Think Man.” No 
have said as much for the chances of 
Thomas John Watson Sr. to make 
anything of IBM itself 44 vears ago 
Believing that “Nobody really gets 
started until he’s 40," Old Tom’s life 
really began at 41, when in 1914—the 
year, ironically, when Young Tom was 
born—he quit his salesman’s job at 
Dayton’s National Cash Register: and 
went to work for Manhattan’s Com- 
puting-Tabulating-Recording-Co., a 
bean-sized maker of time clocks. 
scales and accounting machines 

In no time, Tom Sr. was insisting 
that C-T-R’s machines be designed to 
fit each customer’s need. Gentle, per- 
suasive, exceedingly well spoken, 
non-drinking, non-smoking Tom 
Watson, in his high, stiff collars, soon 
became a familiar figure in office 
equipment circles. Inside of two years, 
he won C-T-R’s presidency, promptly 
branched out and accord- 
ingly changed the unwieldy corporate 
name to International Business Ma- 
chines. 

Turning out 45 completely new 
business machines through the 1920s 


one would 


overseas 





THINK BIG 


The very model of a “growth stock,” 
IBM's future prospects are capitalized 
by the market in lavish measure. Here 
is how IBM's price/earnings ratio com- 
pares with those of other top-drawer 
growth equities 


Price/ Earnings 
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and 1930s. IBM leaped electri 
typewriters in 1933, buying up Roch- 


ester’s Electromatic 
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Inherit The Wind. Almost from the 
day he was born, Tom Jr. was groomed 


helps 


to fill his father’s seven-league boots 
He took his first tour through an IBM 
plant at five; at nine, he made his first 
overseas tour; at 12, he made his first 
IBM's 100°, Club of 
Said his dad: “A very 


good, short speech.’ 


speech before 


top salesmen 


course. Starting as 
1937, Tom Jr. was left 
With Wall Street 
IBM 
land where no salesman had ever sold 
100°, of quota Tom 
racked up 231°,, a record still stand- 
ing. flight, he 
took time out to enlist as a transport 
pilot in World War II, in 542 
logged 2,000 hours of flying time, once 
flew cover in his B-24 for Winston 
Churchill on a flight from Moscow to 
Teheran (he still 
his own IBM plane on business trips) 
1946, he emerged a 
colonel with pilot's 
wings, the Air Medal and an urgency 
to get back to IBM 

Ensconced as assistant to Sale 
Vice President Charles Kirk, he did 
riot even have his office ] 
simply had a chair pulled up at the 
edge of Kirk’s desk,” Watson recalls 
“and saw 90°, of what he did When 
Kirk died suddenly in 1947, Tom J: 
took over, moved up to executive vice 
president in 1949 

The Brainbuilder As tate 
have it, it Tom J not his 


It was no easy 
a salesman in 
strictly on his own 
no-man’'s- 
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father—who put IBM in the electronic 
computer race. As Kirk’s assistant, 
one day in 1946 young Watson came 
upon some IBM engineers working on 
an odd-looking “black box.” Asked 
what the box was for, the men re- 
plied: “Multiplying by radio tubes.” 
Watson summarily ordered into pro- 
duction what became the IBM 603 
multiplier. Some 10,000 of them have 
since been sold. 

Still; IBM almost all but missed the 
boat. In 1949 it turned down the 
chance to buy a brainy little outfit 
formed by University of Pennsylvania 
Teachers J. Presper Eckert and John 
W. Mauchly. The two teachers had 
already produced the ENIAC (for 
Electronic Numerical Integrator and 
Calculator), the world’s first electron- 
ic computing machine, and were well 
on their way to turning out the first 
Univac. But the little brain business 
was underfinanced and faced bank- 
ruptcy. Nevertheless, IBM passed by 
the opportunity to adopt Univac be- 
cause it feared what U.S. trustbusters 
would think of such an acquisition. 

Not that IBM was completely lack- 
ing in electronic “brainpower”: it had 
already produced the Mark I as well 
as the SSEC (for Selective Sequence 
Electronic Calculator), and had be- 
gun designing the 701. But IBM’s 
electronic brains were frankly tai- 
lored for the science trade, not in- 
tended for business and industry. The 
break came with Korea. Chairman 
Watson wired President Truman: 
“The resources of IBM are at your 
service.” Washington’s subsequent re- 
ply: “What we need are computers.” 

Calculator Risk. Spurred on by Tom 
Jr.. who waged many an argument 
to convince his father that electronic 
brains were in IBM’s destiny, and 
by Sales Manager (now Vice President 
& Group Executive) T. Vincent Lear- 
son, IBM went to work on the 702, a 
business version of the 701. It was 
not until 1955 that the 702 was ready 
in quantity. 

It was just as well. For while Uni- 
vac grabbed off a fat sales lead and 
a riot of publicity, it had been turned 
out so fast that few Univac customers 
knew how to use it properly. From 
the Univac experience, IBM learned 
to laboriously instruct potential cus- 
tomers in the 702’s use and its talents 
—before a single one was delivered. 
Upshot: by the end of 1955, IBM had 
closed the gap, and by mid-1956 had 
$100 million worth of giant computers 
installed vs. $70-million worth of Uni- 
vacs. IBM has been beating the 
competition’s brains out ever since, 
thinks business has only just begun 
to appreciate the big thinkers’ value. 

Yet in recent months, for all the 
brain ballyhoo, reports persist that 
many a brain buyer has become dis- 
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enchanted with his room-sized mon- 
ster. “We use ours just an hour or so 
a week,” complains a New England 
metal goods manufacturer, “and the 
rest of the time it just sits there look- 
ing pretty.” With such talk IBM’s 
Watson has little patience. The blame 
for any uneconomical use of a com- 
puter, he observes, must lie logically 
with the customer, not the manufac- 
turer. “He ought to get rid of it,” 
Watson snaps. “I'll send a truck over 
this afternoon.” Quoting an IBM 
axiom, Watson adds: “In this business 
first comes illusion, then disillusion, 
then reality.” 

Actually, brainbuilder Watson has 
long insisted that educating the cus- 


TYPEWRITER ASSEMBLY LINE: 
profits in pastel colors 


tomer to a brain’s capabilities as well 
as its shortcomings is a prerequisite to 
every IBM sale. After that, he points 
out, a customer’s disenchantment 
with an electronic digital computer is 
as ludicrous as “being dissatisfied with 
a factory.” For companies that can 
use an electronic computer on a part- 
time basis, Watson thinks the “SPAN” 
plan, in which four New England in- 
surance companies have banded to- 
gether to share the cost of using an 
IBM 705, is “the smartest thing in the 
world.” 

Competitively speaking, Watson be- 
lieves “our position is very favorable 
in regard to Univac.” But he admits 
that such brainbuilding firms as RCA 
(Bizmac), Philco (Transac S-2000) 
and Burroughs (Datatron 220) “are 
making pretty good inroads. In some 
areas, their machines are superior to 
ours.” Nor are its big competitors 
the only computer builders that bear 
close competitive watching. Little 
Royal Precision Corp. (jointly owned 
by General Precision Equipment and 
Royal-McBee) has emerged as the 


fastest-climbing comer in the small 
computer field, with some 200 installa- 
tions in the past 20 months alone. 
Says Watson philosophically: “You 
can’t win every hand.” 

Split Personality. Judging by what 
they are willing to pay for a share of 
IBM’s stock, however, investors ap- 
parently disagree, fully expect IBM 
to take every trick in the hand. At 
around 350 last month, IBM’s stock 
(up some 80 points in the last seven 
months) was selling at an enormous 
45 times its $7.73 earnings, some seven 
times its $52.58 book value, all the 
time offering a slim yield of 0.7%. 

Long a haven for widows and or- 
phans, IBM's shares were split again 
last year (2-for-1) for the sixth time 
in its history. Comments Tom Wat- 
son: “We’re one of the greatest advo- 
cates of splits on Wall Street, and 
when it’s possible and prudent we'll 
do it again.” 

Some veteran Wall Streeters are not 
nearly so content with the state of 
IBM’s shares as the going price might 
indicate. They feel that an almost un- 
precedented (if not unwarranted) en- 
thusiasm for the company has tended 
to inflate the price beyond any reason- 
able value, point to IBM’s burgeoning 
stockholder roster (59,134, almost 
double 1956’s 31,024) as a possible 
sign of stock passing into weak 
hands. 

President Watson himself is thor- 
oughly bullish on IBM’s future: 
“We may not be recession-proof,” 
he says, “but we are recession-re- 
sistant.” And at his overflow stock- 
holders’ meeting at the Waldorf-As- 
toria a month ago, he patiently 
assured a lady stockholder who was 
concerned about future IBM divi- 
dends: “We’ll continue to share our 
success with our shareholders.” 

Idea Man. Beyond that, Tom Wat- 
son’s faith in IBM’s future knows no 
limit. Ten years from now he foresees 
a time when an IBM data processing 
machine in California will record a 
company’s sales, tell a plant in Michi- 
gan how many additional items to 
manufacture, then order a warehouse 
back in California to jack up its in- 
ventories on the item—all simul- 
taneously. And he hopes one day to 
produce a machine that will relieve 
“that poor little girl” in his outer 
office from the burdensome business 
of filing so that “she can be down- 
stairs greeting guests.” 

But to Tom Watson Jr., one thing 
no IBM machine will ever be capable 
of is “ideas.” If Tom Watson Sr.’s 
great idea was THINK, Tom Jr.’s is 
“SERVICE—conduct contributing to the 
advancement of others.” Says he: 
“Our great ambition is to make that 
true—and you can’t do that without 
being the best company!” 
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AUTOS 


HAPPY DAY 
FOR GEORGE 


How solid a comeback har: 
American Motors really 
made? 


Arter long years of preaching that 
Americans really wanted a compact, 
economical car rather than a chrome- 
trimmed prestige symbol, American 
Motors* Chairman George Romney 
has had the satisfaction this year of 
seeing his gospel partly vindicated. 

American’s Ramblers, however, 
were not quite the threat to the Big 
Three that some of Detroit's critics 
professed to see in them. Even in a 
poor year for car sales and with 
Rambler output at the highest level 
ever, only one American new-car 
buyer in 35 was choosing a Rambler. 
“If it’s a 600,000-700,000 car market,” 
asserts American Motors’ Treasurer 
Richard T. Purdy, “then it’s large 
enough to support ourselves and one 
other company. Believe me, we have 
no idea that we’re going to drive GM 
out of business.” So far it was nothing 
like a 600,000-car market. Detroit 
automen think American Motors will 
do well to sell 160,000 cars in fiscal 
1957-1958. 

No. Seven. Still, the company has 
made a remarkable comeback, raised 
its Ramblers to seventh place in new 
car sales, topped only by Chevrolet, 
Ford, Plymouth, Oldsmobile, Buick 
and Pontiac. And while the other 
four U.S. automakers were reporting 
declines in earnings and sales, Romney 
boosted his sales 20° to $227 million 
in the first half of American’s current 
Sept. 30 fiscal year. 

All this publicity has helped Ameri- 
can Motors become one of the stock 
exchange champions of the year. It 
rose from 64% to 14%, an increase of 
nearly 130° in just seven months 
Was American making the profits to 
justify so much enthusiasm? From a 
deficit of $5.3 million in the first 
half of fiscal 1957 (a 94c a share 
loss), its reported net climbed to 
$7.2 million ($1.31 a share) in the 
first half of this year. But this was 
something of an exaggeration of the 
company’s true earning power. As a 
result of American’s brutal losses of 
recent years, it has a huge tax loss 
carry-forward of $47 million. So not a 
penny of American Motors’ profits are 
currently subject to the usual 52° 
corporate tax bite. 


‘American Motors Corp. Current price: 14 
Price range (1958): high, 147%; low, 8. Divi- 
dend (1957): none. Indicated 1958 payout 
none. Earnings per share (1957): d$2.12. To- 
tal assets: $196 million. Ticker symbol: AMO. 
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Red in the Fourth. Even with this tax 
benefit, however, it is highly unlikely 
that Romney can continue the first 
half’s profit rate through the whole 
year. Knowledgeable Wall Streeters 
feel that new model expenses will put 
American Motors in the red for its 
fourth quarter, hold its earnings to as 
little as $1.50 a share for the full year. 

Next year, of course, may be better. 
American currently is turning out cars 
at a stepped-up rate of 750 a day. If 
Romney can do no better than keep 
production at that rate, his firm will 
be spewing out 200,000 cars a year. 
American’s break-even point: 120,000 
cars. 

As American’s executives admit, 
however, there is still another ques- 
tion mark in their future. American’s 
appliance-making Kelvinator divi- 
sion, once its most dependable money- 
maker, now is suffering from the 
recession afflicting all makers of 
white goods and allied lines 

The Balance Sheet. How, then, do 
American Motors’ prospects add up? 
On the debit side clearly, were Kelvi- 
nator’s troubles, a too-low profit mar- 
gin and the ever-present possibility 
that if American Motors becomes too 
prosperous, it may invite competi- 
tion from the Big Three. On the 
credit side are Romney’s fat tax loss 
carry-forward, a big head start in the 
small car market and _ substantial 
working assets which amounted at 
last count to some $19.90 an Ameri- 
can Motors’ share. 

Whichever way the balance swings, 
it cannot change the fact that George 
Romney is a happy man these days. 


Stock Price 





CONTRARY 
CYCLE 


In cycle-conscious Wall Street, seasonal 
cycles are not a rarity. One of the Street's 
favorite seasonal stocks over the past 
five years has been Carrier Corp., the 
nation’s biggest maker of air condition- 
ers, which regularly scores its highs at 
or near the first quarter of each year, 
then proceeds to slip just as its sales 
season is getting under way. 
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Besides his satisfaction at Rambler’s 
sales record, he had another reason for 
gloating last month. Paying him the 
sincerest form of flattery, Studebaker- 
Packard, American Motors’ near- 
moribund rival, announced it was 
planning a small car of its own to 
compete with the Rambler. The com- 
pliment was as sweet as could be for 
beaming George Romney. He had not 
forgotten how Studebaker-Packard, 
as recently as a year ago, had been 
one of the most vociferous scoffers at 
his now-vindicated small-car gospel 


WALL STREET 


HOT & COLD 


As the seasons turn, investors 

blow hot and cold about some 

stocks in remarkably regular 
fashion. 





ARE THERE regular cycles in the stock 
market? Comforted by the belief 
that there are, many an investor has 
seized on cyclical theories—bizarre 
and otherwise—as a means of estab- 
lishing his bearings in the shifting 
flux of the auction market. Business 
in the United States, some economists 
believe, conforms to a 54-year cycle, 
but for investors this is too long a 
term to be of practical use in their 
own investments. There is also im- 
pressive evidence to suggest roughly 
a 91-year cycle in stock prices, al- 
though even here there is a wide di- 
vergence of opinion. More certain, 
however, is the fact that some stocks 
seem to conform to a seasonal cycle 

Last month Wall Street had a good 
chance to look at one favorite 
sonal stock”—Carrier Corp. common 
Up from a low of 31%, set last Decem- 
ber, CRR advanced a good 35° to hit 
42%, in early May trading before back- 
ing off again. Observed one broke 
“Well, it happened again!” His point 
for the sixth straight year, Carrie: 
common had made an early winter low 
and risen to a late spring high (see 
chart) 
a sharp eye for 


“sea- 


Thus once again traders with 
Carrier's seasonal 
habits had turned a tidy profit 

This penchant of investors to blow 
hot and cold with the seasons has not 
escaped the vigilant attention of Car- 
& Co., New York Stock Ex- 
change specialists in Carrier common 
Comments Carreau Partner Charles 
Hassell: “The cycle in CRR is an old 


story. 


reau 


Carrier develops strong mar- 
ket action well ahead of the summer 
the thing 
among other air conditioning and soft 
drink stocks. It’s just a case of the 
market discounting what's 
before it happens.” 


season. You see same 


coming 





COAL 


UP THE CREEK 


Most vulnerable of the bitu- 

minous producers, Island 

Creek is a remarkably 
well. 


For THE first time in more than three 
years, there was remarkably little 
cheering last month emanating from 
the U.S.’ bituminous coal producers. 
One of them, Island Creek’s* Ray- 
mond E. Salvati, a major producer, 
had even less to cheer about than 
most. For, to an extent unparalleled 
among the majors, Island Creek’s 
prosperity depends on just those mar- 
kets for bituminous coal which have 
been hardest hit by the recession. 

“The metallurgical market for our 
coal [which took 25% of Island 
Creek’s 1957 production],” says Sal- 
vati, “was severely depressed in the 
first quarter as a result of the low 
operating rate of the steel industry. 
Coincidentally, export demand [which 
last year consumed 22% of out- 
put] also deteriorated and thereby 
deprived us of an alternate market 
for our metallurgical coals.” 

Negative Triumph. Unlike the other 
majors, Island Creek has no sizable 
output of utility coal—the only strong 
market this year—to fall back on. 
With less than 6% of its production 
going to utilities, Island Creek has 
had to depend upon the laggard indus- 
trial and retail markets to keep its 
mines working, and these markets 
have simply not been enough. In the 
first quarter, Island Creek’s produc- 
tion slipped 35% (vs. 21% for the in- 
dustry), and first-quarter profits 
plunged 57% (to $1.2 million) on a 
27% decline in sales (to $23 million). 

By any standards, Island Creek’s 
first quarter was not free of hard 
knocks. But considering its competi- 
tors’ superior market position, it was 
something of a triumph for Salvati 
that Island Creek had done so well. 

In the first quarter, Island Creek’s 
mines operated at something like 
64°. of capacity. “The daily output of 
our mines,’ reports Island Creek’s 
boss, “[fell] from 63,000 tons last 
October to 43,000 tons, in keeping 
with demand. Less productive ma- 
chinery [was] taken out of service 
and maximum [use] given to our new 
high-speed, high-capacity equipment.” 

Pride & Profits. It is not likely that 
Island Creek’s second quarter will be 
any better than its first; it will prob- 


*Island Creek Coal Co. Traded NYSE. Cur- 
rent price: 3312. Price range (1958): high, 
3734; low, 2914. Dividend (1957) : $2. Indicated 
1958 payout: $2. Earnings per share (1957): 
ea assets: $79.1 million. Ticker sym- 
bo ‘R. 
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BEGINNING 
OF THE END 


Atter November 1955, some stock 
prices continued to forge ahead 
for 18 more months, but from the 
standpoint of dividend-conscious 
investors the market was already 
beginning to lose momentum. From 
that high point, the number of div- 
idend increases began to ebb, and 
payout reductions and outright 
omissions began a steady rise. 
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ably be worse. Does this mean that its 
thinly covered 50c quarterly dividend 
is in danger? Salvati doesn’t think 
so. Island Creek, he predicts, will 
earn its $2 annual dividend this year 
with a little to spare. Since Island 
Creek has more than half a century 
of uninterrupted profits and divi- 
dends behind it, directors are unlike- 
ly to omit the dividend if they can 
possibly keep it. As recently as 1953, 
when Island Creek earned only $1.14 
a share, it nonetheless paid out $1.75. 

Hearth Glow. The rim of brightness 
on Salvati’s horizon reflects glimmer- 
ings that the steel industry’s coal in- 
ventory reductions are nearing their 
end. Within the past few weeks, for 
instance, one steel company which 
bought 1.1 million tons last year 
placed its first 1958 order—for 550,000 
tons. Another has increased its daily 
requirements from 800 to 1,040 tons, 
and a third from 2,500 to 10,000 tons. 
As a result, Salvati expects Island 
Creek’s production to rise from 2.4 
million tons in each of the first two 
quarters to 2.7 million tons in the 
third, 3.3 million tons in the fourth. 
Thus if Salvati’s expectations pan out, 
Island Creek’s 1958 production still 
stands a good chance of ranking fourth 
best in the company’s history—a far 
from disreputable performance in 
a recession year. 


WALL STREET 


THE DIVIDEND 
STORY 


Did changing dividend trends 

foretell the death of the bull 

market six months before it 
happened? 





IN AN era when the tax collector is 
every investor’s partner, one school of 
Wall Street thought has held that divi- 
dends are losing some of their impor- 
tance as a determinant of stock prices. 
Not so, said the big Wall Street house 
of Francis I. du Pont & Co. last month. 
“If one had to choose the most funda- 
mental factor from the standpoint of 
shareowners,” the firm’s research de- 
partment argued, “the choice would 
undoubtedly be the dividends that are 
paid.” 

What was most convincing about 
the Francis I. du Pont dividend study 
was its evidence that a change in divi- 
dend trend actually foreshadowed by 
a good half year 1957’s decline in the 
stock market (see chart). It showed 
that by the end of 1956 three signifi- 
cant changes were clearly noticeable 
in the dividend trend: 1) the number 
of companies raising their dividends 
had declined sharply from the year 
before after increasing for five con- 
secutive years; 2) dividend cuts, al- 
ready on the rise throughout 1956, 
had begun to climb sharply; and 3) 
dividend omissions, after hitting a 
five-year-low in mid-1956, began 
trending sharply upward at the end of 
1956. Moral: Though the stock mar- 
ket continued to rise for several 
months, the change in dividend trend 
had been a sort of warning that the 
bull market had run its course. 

What Does the Trend Say? So, con- 
cluded the big brokerage firm, not 
only are dividends important for put- 
ting money in the pockets of stock- 
holders but they are worth studying 
as a clue to the trend of the stock 
market. 

What, then, does the current trend 
of dividends herald for the stock mar- 
ket? Here Francis I. du Pont & Co. is 
hardly optimistic. “In coming weeks,” 
the report warned, “the directors of 
many important companies—leaders 
of American industry—will be faced 
with the important decision of wheth- 
er to maintain dividends at a rate not 
justified by current earnings or to cut 
their shareholders’ income.” The im- 
plications were clear: if further divi- 
dend cuts take place the dividend 
trend would continue to be unfavor- 
able and stocks might be headed low- 
er. Commented a du Pont researcher: 
“A very vulnerable market.” 
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ELECTRICAL GOODS 


ON THE LOW ROAD 


Diversified equanimity took 

Motorola through 1954's re- 

cession, but now it faces 
double-barreled trouble. 





“WE ARE not ready to join the parade 
of gloom that seems to be taking 
shape in some quarters. Beneath the 
surface there are several persistent 
bright spots, and we propose to make 
the most of them.” 

So saying last month, Robert W. 
Galvin, 36, president of Chicago’s 
Motorola, Inc.,* faced up to some 
double-barreled trouble. With De- 
troit’s automakers in the doldrums, 
Motorola’s famed auto radio business 
was following in tandem. Meanwhile, 
its radio & television receiver business, 
which operated at a loss in the first 
quarter, was heir to all the ills that 
have sent the industry’s TV set pro- 
duction tumbling 17.2% so far this 
year, its radio set sales down 28.4%. 
Taken together, these two items added 
up to a 22% drop in sales in Motor- 
ola’s first quarter, a severe 68% de- 
cline in net profit. 

Unstable Stabilizers. There was noth- 
ing unique about Motorola’s plight 
and no need for Bob Galvin to 
apologize. His outfit was just too well 
in tune with the times. Yet such vul- 
nerability in recession was new. In 
1954, when auto output—and call for 
Motorola’s car radios—slumped, lively 
demand for radio & TV sets had kept 
Motorola’s profits on even keel. This 
time, however, diversification had 
shown its limits. The built-in stabiliz- 
ers which Chairman Paul V. Galvin 
had so carefully constructed were 
themselves unstable. 

But, as Bob Galvin pointed out, 
there was some redeeming news. Far 
from lagging, hi-fi and phonograph 
sales scored a lively 28% gain. As 
original equipment, car radios were 
not exactly hotcakes; but dealers 
serving the consumer market ordered 
5% more. Meanwhile Motorola’s in- 
dustrial and military lines (roughly 
40% of total sales) all were register- 
ing modest gains. 

Actually, Galvin is optimistic about 
his TV set business, despite current 
stickiness. Over the full year, his es- 
timates show, industry set production 
will likely fall only 8%, though the 
drop in the first quarter ran to 17%. 
So there is something yet to make up. 
And Motorola’s president is also 
counting on the normal seasonal up- 

*Motorola, Inc. Traded NYSE. Current 

rice: 364%. Price range (1958): high, 4214; 
ow, 35. Dividend (1957) : $1.50. Indicated 1958 
ayout: $1.50. Earnings per share (1957): 


.04. Total assets: $121.9 million. Ticker sym- 
bol: MOT. 
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MOTOROLA’S GALVINS: 
in tune with the times 


turn in portable radios to help boost 
volume in coming months. 

Hard Knocks. For all of that, the 
plain fact was that Motorola had gone 
through its worst first quarter in near- 
ly a decade. It was also likely to face 
further hard knocks before the econ- 
omy righted itself: the year’s second 
quarter is normally a slow one. In the 
year’s first three months, Motorola— 
in common with many another U:S. 
corporation—had failed to cover its 
3742c dividend, missing by 2.5c. It 
might do the same this quarter. 

Were Motorola stockholders then 
themselves in for some hard knocks? 
While hitter experience has made 
Wall Street loath to count on thinly- 
covered dividends, in Motorola’s case 
they tend to be guided by Galvin’s 
assurance that the dividend is secure. 

That, in fact, is the least of Galvin’s 
worries. As of last December, Motoro- 
la had no less than $17 million in cash 
and equivalent on hand—or nearly 
enough to meet its $2.9-million annual 
dividend for more than five full years. 
Says Galvin cheerfully: “Besides, the 
dividend will be covered before the 
year is out.” 


LIST’S ALBERT LIST: 
industry is his hob’ 


CORPORATIONS 


CONSERVATIVE 
CONGLOMERATE 


A strange conglomerate, 

Albert List’s List Industries 

is, for all that, a remarkably 
conservative enterprise. 





In New York last month, a handful 
of disgruntled Glen Alden* stock- 
holders called at least a temporary 
halt to coal-mining Glen Alden’s 
curious corporate marriage with List 
Industries,t corporate successor to 
RKO Theatres. List Industries and 
its Chairman-President Albert A. 
List, the dissenters charged, “will 
have majority control and completely 
dominate the merged company.” Vet- 
eran Wall Streeter List could scarcely 
disagree. By his own calculations, 
the merger would put List and his 
family in firm control of a $153-mil- 
lion (assets) corporate conglomerate 
with interests in anthracite coal, 
movie theaters, real estate, air condi- 
tioning and textiles. 

Corporate Grab-Bag. Glen Alden 
stockholders, however, could scarcely 
object that they were being forced to 
swap their familiar anthracite shares 
for stock in a corporate 
For the actual fact was that Glen 
Alden and List Industries were al- 
ready remarkably similar companies 
Long ago both of them, to utilize cash 
flow and tax-loss carry-forwards, 
bought into radically different lines 
of business, turned what had once 
been straight-forward enough compa- 
nies into complicated corporate con- 
glomerates. 

List’s 
least a 


grab-bag. 


diversification has been at 
moderate success. But Glen 
Alden’s, in uncomfortable contrast, has 
bogged down in red ink. Last yea 
Glen Alden slid $2.9 million into the 
red, a poorer record even than 1953’s 
relatively modest $930,000 loss. List, 
however, reported an unexciting but 
still respectable profit of $1.5 million 
Corporate Hobbyist. If anyone can 
turn a profit from Glen Alden’s Penn- 
sylvania anthracite mines and Texas 
air conditioning business, Albert List 
thinks he is the man. He professes 
himself to be totally undaunted by 
Glen Alden’s losses o1 
pany’s slow profit 


his own com- 


progress. De- 


*Glen Alden Corp. Traded American Stock 
Exchange. Current price: 8. Price range 
(1958): high, 93g; low, 75,4. Dividend (1957) 
20c. Indicated 1958 payout: stock. Earnings 
per share (1957): d.$1.64. Total assets: $152.9 
million. Ticker symbol: GA 


Cur- 
high, 77%: 


‘List Industries Corp. Traded NYSE 
rent price: 67%. Price range (1958) 
low, 634. Dividend (1957): 25c. Indicated 1958 
payout: 25c. Earnings per share (1957): 37c 
Total assets: $82.7 million. Ticker symbol 
LIN. 
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COAL BREAKER AT GLEN ALDEN’S WILKES-BARRE PLANT: 


scribed by an acquaintance as “that 
rare bird, a publicity-shy promoter,” 
List’s List is a bland, dapper-looking 
man of 57, with an unassuming air 
rare among empire builders. “My 
wife’s hobby is modern art,” he says 
disarmingly. “Mine is industry.” 

In pursuit of his hobby, List in 
1953 paid $4.3 million in cash for 
Howard Hughes’ 25 interest in RKO 
Theatres, a chain of 85 movie houses, 
mostly around Manhattan. Before 
that List had attracted little attention 
in financial circles, and even today he 
remains one of U.S. finance’s more 
retiring operators. “I admit,” List 
said last month, “that I’ve kept my- 
self hidden. If I had something to 
promote, I might have gone after 
headlines this high, but there just 
wasn’t any point to it.” 

Sans Publicity. Without benefit of 
publicity, List has done remarkably 
well. His holdings in List common 
alone are worth at least $14.1 mil- 
lion. List was born in the Massa- 
chusetts textile city of Fall River in 
1901, naturally enough chose textiles 
for his early endeavors. “I didn’t in- 
herit money,” he says. “I made it the 
hard way.” But List has branched 
out into other fields whenever there 
was money to be made. “It was in 
National Refining that I really made 
a good deal of money,” he says. ““Na- 
tional didn’t have any crude, and that 
put us at the mercy of the producers. 
So we sold them the property piece- 
meal.” 

By the early Fifties, List was back 
in textiles again—U.S. Finishing, Wil- 
liam Whitman, Aspinook Corp., Ver- 
ney Corp. (now List subsidiaries). 
That he was able to turn a good profit 
during those years in textiles is no 
small token of his shrewd way with a 
dollar. 

Ways & Means. But if textiles 
seemed an unlikely place to make 
money in the Fifties, movie theaters 
appeared even more unlikely. Still 
List knew one thing: that movie the- 
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also air conditioning and tax credits 


aters were potentially valuable real 
estate which produced, net profit or 
no, a tidy amount of cash flow from 
depreciation. List proceeded to merge 
RKO with Cleveland Arcades, catch- 
all for his private holdings in the 
textile, real estate and oil fields. 
Overnight RKO Theatres became List 
Industries. The change in title was 
accurate; List now had 47% control. 

Chairman List proceeded to dis- 
tort List’s profits with a_ tangle 
of leasing and lease-back agreements, 
capital gains on sales of textiles and 
theater properties, complex intercom- 
pany transactions. Between 1953 and 
1957 he all but doubled sales, turned 
a net operating loss into a tidy net 


Operating Profit-Millions of Dollars 
LISTED REPORT 


When RKO Theatres acquired Cleve- 
land Arcades and its subsidiary Gera 
Corp. in 1956 and became List Indus- 
tries, stockholders were treated to a 
pretty picture of rising operating prof- 
its. But what stockholders might not 
have noticed was that theatre profits 
had turned sharply down. The gains 
had come from List’s new diversified 
operations. 





Total operating profits 


Gera Corp. 








1952 ' 1953 ' 1954 ' 1955 * 1956 * 1957 





Capital gains and losses have made for 
considerable gyration in List Industries‘net 
profits. But the underlying 

earning power as re- 
| flected in net before 
| charges has shown a 
gradual rise. 
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profit and raised cash flow from $2.6 
fnillion to $4.6 million. 

Unsung Progress. So far Wall Street 
has taken little notice of List’s prog- 
ress. But in many ways List has suc- 
ceeded where many others have 
failed in recent years. Where many 
a corporate conglomerate has over- 
extended itself, as did Penn-Texas, 
or sunk into the red like Glen Alden, 
List Industries has remained remark- 
ably solvent. At the end of 1957, for 
instance, List boasted more than $14 
million in cash and marketable se- 
curities, had roughly $50 million all 
told at his disposal. 

“We don’t want to be a bank,” List 
says, with the air of a man biding his 
time, “but it’s better to sit on the 
cash when you can't find a situation 
that will give you the return that you 
want. We're aiming at an over-all 
12% to 15% return.” In addition to 
his cash, List can count on an annual 
cash flow from depreciation of his 
properties of some $2.8 million, or 64c 
a common share. This is money 
which, by the nature of List’s busi- 
ness, is mostly available for acquir- 
ing earning assets. 

In many ways Glen Alden would be 
even more of a challenge than textiles 
or movie houses. “We see a potential 
in Glen Alden,” says List, “and we 
hope to capitalize on it. And, oh yes, 
there is that tax-loss carry-forward. 
We ought to be able to put it to use. 
It’s around $15 million now.” Not 
overlooked by List is the fact that 
Glen Alden would bring cash re- 
sources of $3.3 million into the fold. 

Wanted: Earnings. True, Glen Al- 
den’s coal, air conditioning and fire 
engine business is currently in the 
red. But List acquires a $15-million 
tax loss plus corporate control of 
Glen Alden’s assets for $8.7 million 
cash. The catch, of course, is that 
the merged company will have to 
generate earnings sufficient to offset 
the tax credit and will have to find 
outlets for its surplus cash. On a 
pro forma basis the merged company 
has earned only $1.34 million annu- 
ally over the past three years, scarce- 
ly enough to use up the tax loss in 
five years. 

Thus it is a safe bet that, if the mer- 
ger goes through, List is poised on the 
verge of a merger spree. The object: 
profit to offset Glen Alden’s tax loss. 
List concedes as much. “We are,” 
says he, “currently negotiating to buy 
three additional companies.” 

Strange hybrid though the resulting 
company may be, its stockholders 
have one consolation: with his family 
holding a solid 37° stock ownership 
in the new company, List would be 
unlikely to take unnecessary risks or 
dilute investor’s equity merely for the 
sake of corporate aggrandisement. 
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FOOD 


BEDFELLOWS 
IN ADVERSITY 


Wiser but poorer, two of the 

nation’s leading fruit proces-— 

sors are determined hence- 

forth to stick to their own 
flavors. 


AS BENEVOLENT despots of the Ameri- 
can breakfast table, Minute Maid 
Corp.,* the world’s biggest squeezer 
of oranges, and Hawaiian Pineapple 
Co.,+ the biggest squeezer, slicer and 
crusher of pineapples, have long start- 
ed the day off right for millions of 
fruit juice-loving citizens. But last 
month both Minute Maid and Hawai- 
ian Pineapple looked very much as 
though they could use a fiscal version 
of the vitamin-packed pick-me-ups 
they dispense daily to the nation. 

Their fiscal ills aside, neither Flor- 
ida’s Minute Maid nor Honolulu’s 
Hawaiian have very much in common. 
In adversity, however, they made re- 
markable bedfellows. Last year Min- 
ute Maid ran $2.5 million in the red 
while Hawaiian’s profits dropped a 
resounding 46%. Both companies 
stopped the flow of dividends to their 
common stockholders during 1957, and 
last month, in discouraging unison, 
both presidents informed _ their 
stockholders that an early resumption 
of dividends simply was not in the 
cards. 

*Minute Maid Corp. Traded NYSE. Cur- 
rent price: 9!,. Price range (1958): high 10; 
low, 47,4. Dividend (1957): 50c. Indicated 1958 
payout: none. Earnings per share (1957): 


d$1.60. Total assets: $72 million. Ticker sym- 
bol: MTM 


‘Hawaiian Pineapple Co., Ltd. Traded 
Pacific Coast Stock Exchange. Current price 
914. Price range (1958): high, 10; low, 77%. 
Dividend (1957): 40c plus 2% stock. Indicated 
1958 payout none. Earnings per _ share 
(1957): 65c. Total assets: $74 million. Ticker 
symbol: HIP. 


MINUTE MAID’S FOX: 
he’ll stick to orange juice 
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INEAPPLE PLANTATION: 


As though that were not coincidence 
enough, the two companies found 
themselves bedfellows in adversity in 
yet another way: both companies 
owed at least part of their troubles to 
over-ambitious expansion into untried 
fields. 

Over-Ambitious. Minute Maid’s im- 
mediate troubles traced back to the 
time in 1954 when President John 
Michael Fox paid out no less than 
$22 million in cash and $17 million in 
debentures to acquire the Snow Crop 
line of frozen vegetables, fruit and 
fruit juice from Clinton Foods. His 
object: to free Minute Maid from its 
one-crop dependency. But its new 
lines only made Minute Maid’s trou- 
bles worse. “We were at a competi- 
tive disadvantage in handling these 
items,” explained Fox last month, “be- 
cause we had almost no facilities for 
producing and processing them.” 


So, too, with Hawaiian Pineapple’s 
President Herbert C. Cornuelle. For 
the past 18 months Cornuelle has been 
test marketing a line of canned vege- 
tables and fruits other than pineapple 
in an attempt at diversification. That 
did not work either. Conceded he: 
“There is terrific competition for shelf 
frontage and the slim margin does not 
permit the promotion necessary to se- 
cure a place in the market.” 


Picking up the Pieces. But if Fox and 
Cornuelle were equally wrong in their 
guesses, they were at least not afraid 
to admit they were wrong. Late last 
year Fox farmed out his Snow Crop 
label to Seabrook Farms on a royalty 
basis, and last month he made another 
move to try and redeem his mistake. 
From Standard Brands, which had 
picked up some $11.3 million of Min- 
ute Maid’s debentures in the liquida- 
tion of Clinton Foods, Fox secured an 


the grocery shelves were too crowded 


option to buy back his debentures at 
exactly half price. The deal will save 
the company some $450,000 in annual 
interest payments, and Fox will be 
able to raise the cash through liquida- 
tion of his now superfluous fruit and 
vegetable inventories. 


Cornuelle, though not so _ badly 
burned, had also decided to stick to his 
own flavors. “It is not now,” announced 
he, “the long range plan of Hawaiian 
Pineapple to have a full line of prod- 
ucts such as California Packing Corp., 


or Libby, McNeill & Libby.” 


Then, still in step, Fox and Cornuelle 
swung around and headed back to- 
wards their starting points. The fu- 
ture emphasis, said Cornuelle, will be 
upon developing and promoting the 
company’s “traditional, long-estab- 
lished Dole pineapple products.” Said 
Fox, back again in a one-product 
operation: “We hope to make juice a 
stable business.” 


HP’S CORNUELLE: 
he’ll stick to pineapples 
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RESERVOIR OUTSIDE GRANITE CITY STEEL MILL: 
now everyone is on a hand-to-mouth basis 


MONEY 


THE RUSH 
TO CONVERT 


There are no signs of reces- 
sion in the capital markets. 
Item: the rush of investors 
to turn their AT&T deben- 


tures into common stock. 


In the current recession, one curious 
fact has intrigued businessmen and 
economists alike: at a time when the 
consumer seems to be keeping a death 
grip on his wallet, the investor appar- 
ently has his wide open. Salesmen 
of most consumer goods are having a 
hard time, but the men who point 
their order books at investors, with 
whatever securities they sell, are hav- 
ing a remarkably good year. 
Landoffice Rush. But for all of this, 
American Telephone & Telegraph 
Co.* Treasurer John J. Scanlon was 
hardly prepared for the landoffice 
rush from his debenture holders last 
month. Under terms of the $718 mil- 
lion 442% debenture issue which the 
Bell System sold to its stockholders 
last winter, the debentures could 
be converted into common stock any- 
time after May 12. As was usual with 
AT&T convertibles, however, the in- 
vestor had to put up some cash as 
well as his bond to get the stock. In 
the case of this particular issue it 
takes a $100 bond and $42 in cash to 
buy a share of AT&T common. 
Thus, reasoned AT&T men, with a 
recession on, many debenture holders 
would prefer to hold on to their bonds 
and their cash while they see which 
way the economic winds are going to 
blow. Especially would this be so, 


*American Telephone & Telegraph Co. 
Traded NYSE. Current price: 1775. Price 
range (1958): high, 17734; low, 1677. Divi- 
dend (1957): $9. Indicated 1958 payout: $9. 
te per share (1957): $13. Total assets: 
$17.7 billion. Ticker symbol: T 
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they figured, since they had until 
March, 1970 to convert the bonds. 

As it turned out, AT&T executives 
were in for a surprise. On May 12, 
the first day that the bonds became 
convertible, a flood of conversion 
orders, accompanied with checks, 
engulfed the company’s Manhattan 
headquarters. Before the week was 
up a solid 53% of the entire issue had 
been turned in for stock. In addition 
to cutting the Bell System’s debt by a 
staggering $384 million, investors had 
poured $161 million in fresh cash 
into its corporate coffers by exercising 
their conversion rights. Said one 
amazed Bell money-man: “The fast- 
est conversion rate we've ever had.” 
Chimed in a broker: “First the new 
Lehman mutual fund is gobbled up 
and now this AT&T business! No one 
can tell me there isn’t plenty of in- 
vestment money around.” 

Incentive to Convert. With more 
than half of Bell’s giant debenture 
issue already out of the way, will 
scarcity value push up the price of 
the remaining issue? Wall Street 
thinks not. Reason: the debentures 
already are selling at 134 and yielding 
less than 3.2% as bonds; any further 
rise in price would simply increase 
the incentive to convert. 


AT&T’S SCANLON: 
he was in for a surprise 


STEEL 


THE ALSO-RANS 


Hard as the recession has 
been on the big steelmakers, 
it has been harder still on 
their smaller counterparts. 


EXPONENTS of bigness as a way of 
corporate life scored a point last 
month in the steel industry. As Wall 
Street’s security analysts sized up 
first-quarter reports of the smaller 
steel companies, there was little doubt 
where the recession had done the 
most damage. Of 12 middle-sized 
firms, five reported deficits.* Five 
other runner-up steelmakers regis- 
tered profits declines ranging from 
80% to 95%. 

By comparison with the major 
steels, it was a sad record. Among the 
nine largest companies, there were no 
deficits—and only one of them (Jones 
& Laughlin) reported more than an 
80% drop in profits. Just one major 
steelmaker (National) had cut its 
dividend, whereas reduced payouts 
and omissions were almost universal 
in the ranks of medium-sized steel- 
makers. 

The Standout. One standout per- 
formance among the smaller compa- 
nies was that of Illinois’ semi-inte- 
grated Granite City Steel Co. a 
diversified seller of plate and sheet. 
It had operated at a lofty 91% of 
capacity in the first quarter while the 
industry was plodding along at an 
average 53%. As a result, President 
Nicholas P. Veeder saw sales drop 
only 14.2% (to $28.9 million), earn- 
ings decline just 40% (to $2 million). 
Year to year, no major steelmaker 
did better. 

Will Granite City, however, be 
able to keep it up? If it does, no one 
will be more surprised than Nicholas 
Veeder. Granite City’s first-quarter 
immunity stemmed mainly from clos- 
ing down a cold rolling mill for several 
weeks, which in turn caused cus- 
tomers to pile up orders well in ad- 
vance. More recently its operating 
rate has fallen to about 70% of ca- 
pacity. 

Explains Nick Veeder: “We bor- 
rowed from second-quarter business 
to get that high first-quarter oper- 
ating rate. Right now we’re operating 
like everybody else—we get our or- 
ders on a day-to-day basis.” 


*The losers: Colorado Fuel & Iron, Pitts- 
burgh Steel, Detroit Steel, Sharon Steel and 
Copperweld Steel. 


+Granite City Steel Co. Traded NYSE. Cur- 
rent price: 3514. Price range (1958): high, 36; 
low, 2812. Dividend (1957) : $3. Indicated 1958 
payout: $1.60. Earnings per share (1957): 
$4.64. Total assets: $159 million. Ticker sym- 
bol: GRC. 
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COLORADO FUEL’S FRANZ: 
70% was not enough 


STEEL 


CASH POOR 


With its mills running “well 

above the industry average,” 

Colorado Fuel & Iron last 

month paradoxically omitted 
its dividend. 


In Denver last month, Colorado Fuel 
& Iron Corp.’s* President Alwin F. 
Franz had some surprisingly good 
news for his 20,000-odd common 
stockholders. While the rest of the 
industry was operating at 47% of ca- 
pacity, said Franz, Colorado Fuel’s 
main 1.8-million-ton steel mill in 
Pueblo, Colo. was humming along 
at 70% of capacity, and its smaller 
Buffalo, N.Y. plant at 80%. In short, 
business had picked up considerably; 
in the early months of the year, the 
same mills had coasted at only 50% 
of capacity, somewhat below the in- 
dustry’s 53.59 rate. Al Franz fairly 
brimmed with confidence that second- 
quarter earnings would look consid- 
erably brighter than they have of late. 

Special Handicap. After Colorado 
Fuel’s $1.4-million first-quarter loss 
(against a $4.6-million profit the year 
before), that was welcome reassur- 
ance. Recently Franz’s steelmaker 
has been posting the dreariest per- 
formance of any middle-sized pro- 
ducer in the industry (see p. 22). 
But the reason was no news to Wall 
Street. Despite its postwar moderni- 
zation program, Colorado Fuel is still 
one of the highest-cost steel opera- 
tions in the U.S., with limited ability 
to stay in the black when business 
declines. It also has a very heavy 
commitment in such products as 
rails, pipe and wire, and recently 


*Colorado Fuel & Iron Corp. Traded NYSE. 
Current price: 185g. Price range (1958) : high, 
227%; low, 181g. Dividend (1957): $2. Indicated 
1958 payout: 2% stock. Earnings per share 
(1957): $4.04. Total assets: $274.6 million. 
Ticker symbol: CF. 
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these have been moving like molasses 
in January. Says Franz: “Railroads 
simply are not buying, and I don’t 
know when they will. The so-called 
Memphis decision on natural gas 
rates has caused large cancellations 
of orders of steel pipe.” 

The outlook, however, was not 
wholly dark as Franz sees it. “A sub- 
stantial pick-up in orders for wire 
products and structural steel,’ he 
predicts, “will keep our mills above 
the industry rate for some months to 
come.” But it is still a good question 
whether even that can put Colorado 
Fuel back solidly into the black for 
the year. 

With such encouragement to feed 
their hopes, stockholders might even 
have thought that Colorado Fuel, which 
paid a 2% stock dividend in the first 
quarter in lieu of its usual 50c quar- 
terly dividend, would go back on a 
cash basis. But it was not to be. 
When the board met just a few days 
after the annual meeting, far from 
resuming cash dividends, it omitted 
even a stock substitute. Explained 
Franz: “We simply have to conserve 
our cash.” 

Low Balance. Stockholders could 
hardly argue the point. Even before 
its first-quarter deficit, Colorado Fuel 
had been cash poor by industry stand- 
ards. At year-end, cash items stood 
at oniy 19% of working capital (vs. 
58% for the industry), were equiva- 
lent to only 4% of sales (vs. 13% for 
the industry). Under the circum- 
stances, Colorado Fuel was clearly in 
no position to continue the drain on 
its already depleted cash resources. 


Price/ Earnings 
Ratio 





HIGH-PRICED 
EARNINGS 


If corporate profits should continue at their 
first-quarter rate throughout the rest of 
the year, 1958 earnings of the Dow-Jones 
industrials would be the lowest since 1948. 
But since the market is a good deal higher 
than it was in 1948, price/earnings ratios 
would be at the highest point since 1938. 
Earnings, in short, have fallen faster than 
the market. 
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WALL STREET 


“WE’RE LONG BUT 
WE’RE SCARED” 


That’s the way one puzzled 

Wall Streeter describes his 

ambivalent attitude toward a 

stock market that sells at the 

highest price/earnings ratios 
in 20 years. 





On Wall Street last month the ques- 
tion everyone was asking was a sim- 
ple but unanswerable one: “Has the 
stock market sufficiently discounted 
the recession?” Has it, in short, 
dropped as much as the fundamental 
economic situation seems to warrant? 

It was the kind of question that can 
only be answered with certainty after 
the event. One thing, however, was 
disconcertingly plain: if first-quarter 
earnings are a fair sample of what 
1958 has in store, the stock market in 
one major respect has not discounted 
the recession at all. 

What has many Wall Streeters wor- 
ried are the currently high ratios be- 
tween earnings and the prices of 
stocks. First-quarter earnings on the 
Dow-Jones Industrial Average added 
up to $5.75. Unless business picks up 
over the balance of the year, this sug- 
gests that full-year earnings on the 
DJI may not exceed $23. It also means 
that the recent DJI price level of 
460 represents a price/earnings ratio 
of 20 to 1. Put differently it adds 
up to the fact that investors currently 
are paying close to $20 for $1 of earn- 
ing power. 

What Is $1 Worth? Looked at this 
way, the market price of $1 of net 
profits at current earnings rates would 
be the highest since 1938 (see chart). 
At the height of the bull market last 
July, the 30 DJI stocks sold at just 
14.4 times earnings of $34.86 

Not that the market had not de- 
clined along with earnings. As meas- 
ured by the DJI, the market was, in 
fact, down 11% 1957 
high last month. But earnings mean- 
while had collapsed 38% from the 
first quarter level of 1957. The mar- 
ket had dropped only 29% as sharply 
as profits had. It had not, in othe 
words, fully discounted the recession 
if the recession is actually as bad as 
first-quarter earnings reports say it is. 

Two Schools of Thought. Is this bad? 
Does it foretell a collapse of stock 
prices? Will investors rush to dump 
stocks again as they did last fall? 
Strangely enough Wall Street last 
month was sharply divided on the 
answer to this question. Some money- 
men actually pooh-pooh the idea that 
the high price/earnings ratios signal 


some from its 





trouble. One so-minded is Walter M. 
Giblin, partner in the influential firm 
of Hornblower & Weeks. “I am not,” 
says he, “at all impressed by general- 
izations about price/earnings ratios.” 
And he emphasizes that he speaks 
from 35 years’ experience in Wall 
Street. 

Giblin thinks that individual stocks 
will continue to go their individual 
ways. But along with Giblin, many 
stock market men of a technical bent 
argue that the market’s own strength 
is refutation enough of the idea that 
high price/earnings ratios signal dan- 
ger. Argues one broker: “The market 
is saying that these low earnings are 
only temporary, and he who argues 
with the market does so at his own 
risk.” 

Dreyfus & Co.’s Jack Dreyfus is an- 
other who believes that the market is 
its own best forecaster. “Sure,” says 
he, “the recession is bad, but we have 
to figure the market, not the economy, 
and the market is acting well.” But 
Dreyfus admits to having ambivalent 
feelings. “What are we doing about 
it?” he asks rhetorically. “Frankly, 
we're long* on but we're 
scared.” 

The Third Quarter. But not all of 
Wall Street last month was ready to 
take lightly the prevailing price/earn- 
ings ratios. “Not only were first- 
quarter earnings dismal,” reasons 


stocks 


Goodbody & Co.’s Harold Goodbody, 


“but the second quarter figures to 
be no better and the third quarter may 
well be worse.” Agrees a spokesman 
for Francis I. du Pont & Co.: “What 
worries me is that there is no sign of 
a near-term, rebound in profits.” 
Another investment man, John H. 
Lewis, who heads his own brokerage 
firm, draws even more ominous con- 
clusions from the high price/earnings 
*I.E., invested in stocks, betting on a rise 


as opposed to “short” which is betting on a 
decline. 








WHAT PRICE PROFITS? 


How much is $1 in corporate earnings 
worth in terms of stock prices? Wall Street 
calls this relationship the price/earnings 
ratio and considers it a basic measure of 
investor attitudes. Interesting fact: earn- 
ings in the past 12 months have dropped 
faster than stock prices, thus pushing p/e 
ratios to the highest levels since possibly 
1938. Here are the figures for the ten 
largest U.S. industrial corporations: 
Market price of 


$1 in earnings 
Company 1958 1957 


American Tel & Tel $16.10 
Standard Oil (N.J.) 16.30 13.20 
General Motors 14.60 11.50 
U.S. Steel 15.10 8.10 
Ford Motor Co. 23.30 7.60 
General Electric 26.20 22.70 
Gulf Oil 14.40 11.50 
Socony Mobil 15.50 9.80 
Texas Co. 13.00 11.10 
du Pont 29.40 23.10 
*Prices used are those prevailing in the final 


week of May in each year. Earnings are first 
quarter rates multiplied by four 


$17.00 











ratios. “A lot of people are acting the 
way they did in the spring of 1930 
when they thought the business slump 
was over,” says he. “A lot of that type 
were selling apples in 1931.” 

Take Your Choice. As 1958's fifth 
month drew to its close, investors 
could take their choice. They could 
assume 1) that the decline in earnings 
would prove to be very short-lived, 
or 2) that earnings are not going to 
pick up soon and that the market, 
when it realizes this, is in for a 
tumble, or 3) most unlikely of all, 
the stock market will defy precedent 
and continue to capitalize earnings at 
a hefty $20 to $1. 

Admittedly the price/earnings ratio 
in itself has no predictive value. It 
gives no direct clue to which one of 
these alternatives is most likely to 
take place. But there was no question 
last month that the price/earnings 
ratio, academic point or not, was one 
of the hottest topics on Wall Street. 


RECEIVING BUY & SELL ORDERS ON FLOOR OF THE NYSE: 
are the ratios too high or the earnings too low? 


ENTREPRENEURS 


CALL ME LUCKY 


Things look so promising for 

Chicago’s Cenco Instruments 

Corp. that restless dealster 

Alfred Strelsin may put it on 
the block. 





ALFRED STRELSIN, 60, is a powerfully 
built man with gadabout eyes and a 
Midas touch. “I have been in thirty 
businesses,” he freely confesses, “and 
I must say I have been lucky in all 
of them.” Ever since he set up Re- 
liance Advertising Co. in 1917, lucky 
has been a good word for Alfred 
Strelsin, although a few other words 
obviously apply too. Parlayed into 
the nation’s largest point-of-sale sign 
company, Reliance later gave sole 
owner Strelsin, by his own account, 
an income of over $1 million a yea 
after taxes. 

Strelsin went on from there to an 
ingenious succession of businesses 
In the days of the Weimar Republic in 
inflation-ruined Germany, Strelsin 
used his hard dollars to create a cor- 
ner in the porcelain market, while 
still in his early twenties was netting 
a tidy $25,000 per week. A soft- 
spoken, hard-bargaining man with a 
talent for the right connections, Capi- 
talist Strelsin won the favor of Com- 
munist luminary Leon Trotsky, won 
a fat monopoly on exports of hog 
bristles from Russia. In his thirties, 
restless Strelsin studied engineering, 
wound up building part of New York’s 
Sixth Avenue Subway. 

He showed the same entrepreneurial 
skill in corporate engineering, blue- 
printed many an intricate merger and 
corporate battle plan with American 
Bosch Arma, Hazel Bishop and Wil- 
liams-McWilliams. On the way he 
kept his hand in by buying choice 
tracts along the St. Lawrence Seaway 
and a piece of Art Buchwald’s Chi- 
nese Restaurant in Paris. By his own 
account, each and every one of these 
deals was unqualifiedly successful. 
If he ever had losses, he keeps very 
quiet about them. 

“The Little Gem.” With all that be- 
hind him, Strelsin’s most recent ven- 
ture is something of an anticlimax. 
These days he is president of a $7.4- 
million (total assets) Chicago outfit, 
called Cenco Instruments Corp., 
which last year banked $15 million in 
sales. But to hear Strelsin tell it, 
appearances are vastly deceiving 


*Cenco Instruments Corp. Traded Amer- 


ican Stock Exchange. Current price: 8%4 
Price range (1958): high, 934; low, 612. Divi- 
dend (fiscal 1958): 25c. Indicated fiscal 1959 
payout: 25c. Earnings per share (fiscal 1958) 
70c (est.). Total assets: $7.4 million. Ticke1 
symbol: CNC 
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“Cenco,” he says, “is a little gem of a 
company.” As he describes it, Cenco 
is the very model of a sleepy business 
entirely reawakened by the imagina- 
tion, skill and invaluable connections 
of a seasoned financial operator. 

Back in 1948, Strelsin got control of 
moribund Central Scientific Co., with 
the aid of the First National Bank of 
Chicago, where, he asserts, he has kept 
“a seven-figure balance” for decades. 
Ir Central (which became the oper- 
ating subsidiary of Cenco), Strelsin 
saw two big assets: a national name 
as a 70-year-old jobber of laboratory 
apparatus and an appealing potential 
in the fast-growing scientific equip- 
ment market. Of course, considering 
the kind of swath Strelsin has cut ever 
since his teens, merely distributing 
products others made was hardly his 
dish of tea. So Strelsin soon had 
Cenco making more of its own wares, 
cut its number of jobbed items from 
26,000 to 15,000. Where Cenco had 
been contentedly selling bulk chemi- 
cals to schools at a 2% profit, Strelsin 
worked up teaching chemical kits with 
a 4% profit. 

Chicken Feed & After. For Strelsin, 
this was still comparative chicken 
feed. Soon he and_ hand-picked 
Chairman John Gossett were working 
connections at such outfits as Phillips 
Petroleum and Standard Oil of In- 
diana with the idea of getting them 
to develop instruments Cenco could 
sell on a royalty basis. “For every 
dollar we spend on research,” ex- 
plains Strelsin, “they spend $100. 
This way research costs us practically 
nothing.” 

Yet it took until the mid-Fifties for 
Strelsin’s little gem to show much 
sparkle. Finally in 1955 Cenco’s net 
scored a 25% gain. In _ successive 
years, the gain ran to 24% (1956), 
62% (1957) and 20% (fiscal 1958— 
preliminary). Playing down the job- 
bing business, proprietary items now 





CENCO’S STRELSIN: 
are appearances deceiving? 
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INTERCONTINENTAL B-52 BOEING BOMBER: 


of Cenco’s sales, an 


But the 


account for 40°, 
estimated 75% of its profits. 
profits, though rising, are still not 
large. Against a net profit margin 
of 2.5% in 1955, last year Cenco netted 
4.5% on sales. Meanwhile the annual 
dividend has risen from! 5c to 25c. 

In & Outer. Strelsin himself, whose 
family and friends own 40°. of Cen- 
co’s 981,000 shares, is probably lit- 
tle interested in cash dividends. If 
the right offer came along, he would 
probably welcome a takeover bid. In 
this the cash dividend helps, because 
it puts the right aura on the shares 
which Strelsin bought for about $1 
(they now go for around $8.75 on the 
American Stock Exchange). But his 
departure has been delayed. Last 
February, Strelsin thought he had the 
makings of a deal with Philip Fogg’s 
Consolidated Electrodynamics to buy 
him out, but negotiations fell through. 
“It was a natural,” says Strelsin re- 
gretfully. “We could have saved Con- 
solidated Electrodynamics $500,000 im- 
mediately in warehousing and dis- 
tributing costs.” 

What Strelsin has to sell is perhaps 
less a spectacular moneymaker than 
a strategic coast-to-coast distribution 
system 
to every school, college and research 
laboratory in the land. Even on its 
Strelsin thinks, Cenco 
easily double the volume 
through them. As a first 
recently arranged a 15-year loan from 
Massachusetts Mutual Life Insurance 
Co. to finance heavie1 
receivables. 

Strelsin may not be around to put 
it to work. “I'm still 
good offer for Cenco,” says he, “but 
I'm in no hurry at all. I’ve got the 
bargaining power. If our instruments 
are not spectacularly exciting, they 
do have the ring of economic truth. 
But if we could do better by merger, 
I'd sell out 


(11,000 accounts) with access 


own, could 


moving 


step, he 


inventories and 


interested in a 


tomorrow.” 


trouble was still a good way off 


AIRCRAFT 


STILL ON TOP 


When it comes to aircraft 
backlogs, Boeing continues 
to set the pace. 

IN ALL the airframe industry last 
month, no one was charting a surer 
flight pattern than President William 
M. Allen of Seattle’s Boeing Airplane 
Co.* Still turning out flocks of inter- 
continental B-52 bombers and com- 
panion KC-135 tankers, Allen con- 
tinued to lead the planemakers in 
sales and in backlog of orders. By the 
end of the first quarter, Boeing's 
backlog had risen to $2.9 billion—a 
slight gain over a year ago. All other 
aircraft firms in the billion dollar class 
suffered sharp declines in the level 

of unfilled orders. 

Based on 1957 volume, Boeing's Bill 
Allen had enough’ orders on hand to 
last a solid 21 months. Douglas Air- 
craft had about 18 months worth of 
orders on hand, but its backlog had 
slipped: it was down 25.8% to $1.6 
billion. Engine-building United Air- 
craft also had about 18 months work 
on the books, but its unfilled orders 
were down 17.2°, to $1.8 billion 
$1.25-billion backlog 
sented an 18:5‘; decline, 


Lock- 
heed’s repre- 
amounted 
to 17 months work. General Dynamics, 
still awaiting volume orders for its 
supersonic B-58 bomber, reported a 
19.6°, drop in backlog to $1.8 billion 
enough to keep its plants busy for 13 
Smiled one Boeing man last 
“Maybe we'll be in 

when the B-52 orders run out 
early 1960s. But right 
couldn’t be better.” 


months 


month trouble 


in the 


now things 


*Boeing Airplane Co. Traded NYSE. Cur- 
rent price: 4034. Price range (1958): high, 
423,; low, 3414. Dividend (1957): $1 plus 4 
stock. Indicated 1958 payout: $1 Serainae 
per share (1957): $5.49. Total assets: $491 
million. Ticker symbol: BA 











A NEW NAME 


FOR A NEW AGE 


Growing through the years, and by this growth expanding into fields 
services and products far beyond the limitations implied by its long 
established name, the National Cylinder Gas Company has found i 
most necessary to adopt a new name. This new name is Cuemetro} 
CorPoRATION. 

Each of the many units comprising the Cuemetron Corporatio} 
will continue to carry on its business under its own well-known an 


respected name with no changes in management or personnel, Thé 


division of the company serving the nation’s industries with industria 
gases and the professions with their requirements in compressed medics 
gases will operate as National Cylinder Gas Division of Cuemertrot! 
Corporation . .. identifying its products and services with famou 
NCG trademark. 


Cuemetron Corporation is truly a new name for a new age, for 


























new era in mankind’s technological progress, for a most promising new 
era within this company. It was selected as the name to most clearly 
reflect the company’s interests and activities in this new age of chemicals, 
metals and electronics, fields of momentous future. 


You will find the story of Cuemerron Corporation, its units and 
work very interesting. It has been told in a brochure just distributed 
to the thousands of Cuemetron Corporation stockholders and we will 
be happy to send you a copy without charge or obligation. Write today. 
Cuemetron Corporation, 840 N. Michigan Avenue, Chicago 11, Illinois. 


Divisions: NATIONAL CYLINDER GAS GIRDLER CONSTRUCTION 
TUBE TURNS 


PENNSYLVANIA FORGE CHEMICAL PRODUCTS 


GIRDLER PROCESS EQUIPMENT 


ILLUSTRATION: Symbolic of the new age in chemicals, metals 
and electronics, three fields of prime interest 
to the CHEMETRON CORPORATION (as reflected in 
the company’s name) are: (a) photomicrograph 
of crystal structure, (b) polarized light photograph of stresses, 
and (c) oscilloscope pattern of an 


electronic discharge. 


CHEMETRON 
ccc SET a 


Subsidiaries: PERFORATING GUNS ATLAS CORP. 
NCG INTERNATIONAL, C.A 





RAILROADS 


HANDBASKET 
AT HAND? 


It took just four months of 
1958 to douse the Delaware & 
Hudson’s new year optimism. 


Onty last January, the Delaware & 
Hudson Co.’s* President William 
White trotted down to the New York 
Society of Security Analysts and 
proved to be a refreshing exception to 
the lugubrious parade of railroad 
presidents who had regaled the ana- 
lysts with their troubles. “Although I 
in no way belittle the difficulties being 
encountered by certain railroads,” 
White said, thinking perhaps of the 
neighboring Lackawanna and of the 
New York Central which he had once 
bossed, “I refuse to be a prophet of 
gloom and doom. I don’t think that all 
the railroads are going to hell in a 
handbasket.” 

At the time, White had plenty of 
reason to be cheerful. The D&H’s 
1958 prospects looked relatively bright. 
Its financial position was strong, what 
with its current ratio of 2.37 to 1 and 
cash items well in excess of current 
liabilities. The road’s $2 annual divi- 
dend looked solid as the Rock of 
Gibraltar. “I won’t venture to guess 
what our 1958 earnings might be,” 
Bill White said cautiously, “but I 
think we will adequately cover our 
dividend.” 

By the time the D&H’s annual meet- 
ing rolled around last month, however, 
White had lost much of his enthu- 
siasm. D&H had netted only 46c in the 
first quarter (vs. $1.38 in 1957). In 
April, it had recorded its first loss (a 
modest $147,590) since October, 1954, 


*Delaware & Hudson Co. Traded NYSE. 
Current price: 20. Price range (1958): high, 
23; low 1954. Dividend (1957): $2. Indicated 
1958 payout: $2. Earnings per share (1957): 
$4.45. otal assets: $194.4 million. Ticker 
symbol: DH 


THE D&H’S WHITE: 
the prospects were black 


and, as a result, D&H was unlikely to 
fare even as well in the second quar- 
ter as it had in the first. Thus, D&H’s 
chances of matching its 1957 six- 
month net of $2.43 a share were abso- 
lutely nil. 

What was worse, D&H’s 46c-a-share 
net was obviously inadequate to cover 
its 50c quarterly dividend, and, un- 
less business picked up in the fall, 
White no longer expected to be able 
to get it under cover again before the 
year end. 

“The only comfort I can give,” said 
he unhappily, “is that we expect to 
continue our dividend rate throughout 
this year, and that our financial posi- 
tion is still good.” 

D&H’s cash position, however, was 
not as good as it had once been. So in- 
stead of paying cash for new freight 
cars as he had hoped, White had been 
forced to borrow 75% of their cost 
with equipment trusts. “Prudence,” 
he says, “required that we preserve 
our cash position.” For the D&H, last 
month, the handbasket to hell might 
not yet be at hand, but it was im- 
measurably closer than even White 
had thought less than four months 
earlier. 


GRUMMAN’S FIGHTER PILOT SWIRBUL: 
for fighter aircraft manufacturers, clearer skies 
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AIRCRAFT 


ON AGAIN, 
OFF AGAIN 


An on-again, off-again busi- 
ness has its ons as well as its 
offs. That is what Wall 
Streeters forgot when they 
threw over the fighter plane 
stocks last year. 


Last year’s defense cutbacks may 
have been little more than a heavy 
ripple so far as the economy was con- 
cerned. But for five of the nation’s 
major makers of fighter aircraft, they 
were more like a tidal wave. Order 
backlogs were being swept away at 
such companies as Grumman, Repub- 
lic and North American Aviation 
In the stock market debacle that fol- 
lowed, Republic slipped 60° from 
323%, to 13, Grumman from 345% to 
15% and North American from 39% 
to 20'%. 

Wall Street had long known that 
making planes for the Pentagon was 
an on-again, off-again kind of busi- 
ness, but few among the money-men 
were prepared for a setback of that 
size. When it occurred, the financial 
fraternity wrote off the fighter plane 
makers as a lost cause, instead sent 
its researchers and financial analysts 
scurrying in all directions looking for 
missile stocks. 

The Hiring Line. As it turned out, 
The Street was on the wrong track. 
As of last month there were still very 
few companies making money from 
missiles, but the sun was _ shining 
somewhat more brightly for the 
fighter-makers. The best news came 
from Farmingdale, Long Island, site 
of Air Force-supplying Republic Avi- 
ation.* Although its sales and earn- 
ings were still trending downward, 
Republic had been able to snare or- 
ders totaling $347 million, nearly twice 
the amount of a year ago. 

The experience of Republic’s Mun- 
dy I. Peale was typical. When Peale’s 
long and profitable F-84 program was 
running out, the Pentagon canceled 
his F-103 interceptor project and 
stretched out scheduling of his super- 
sonic F-105 fighter-bomber 

But with orders growing and the 
F-105 program gaining speed, 
Peale is rehiring many of the em- 
ployes laid off in mid-1957. Afte: 
putting 2,000 new workers on the 
project during the previous fou 
months, he recalled another 1,000 last 


now 


*Republic Aviation Corp. Traded NYSE 
Current price: 25. Price range (1958): high, 
253g; low, 1642. Dividend (1957): $2. Indi- 
cated 1958 payout: $2. Earnings per share 
(1957): $4.15. Total assets: $78.0 million. 
Ticker symbol: RA. 
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month to bring his work force to 13,- 
000 (payroll before cutback: 18,000). 
“The F-105 is not yet in peak manu- 
facture,” says Peale. “We'll continue 
to add employes for the balance of 
the year.” 

Gravy from the Navy. At nearby 
Bethpage, L.I., headquarters of Grum- 
man Aircraft Engineering,+ the story 
was much the same. Grumman’s 
Leon A. (“Jake”) Swirbul reported 
first-quarter net profit off one-third 
to a piddling $680,000 but neverthe- 
less claimed a backlog of $260’ mil- 
lion—up 22°, from last September. 
Swirbul’s new Navy contracts’ were 
not so much for fighters as for such 
items as the F9F-8T Cougar fighter- 
trainer, the WF-2_ early-warning 
craft and the S2F-3 Tracker anti- 
submarine plane. Grumman had, how- 
ever, landed an important contract to 
sell 300 of its F11F-1F Super Tiger jet 
fighters to the Japanese air force, 
and this was not yet even included in 
the backlog. 

Really booming was Dallas, Texas’ 
Chance Vought,** a big Navy sup- 
plier (F8U series supersonic fighter 
craft and Regulus I and II guided mis- 
siles). In the cutbacks, Chance 
Vought was never badly hurt. At 
about the same time that President 
Frederick O. Detweiler’s production 
began to slacken, the Navy came 
through with some $300 million in 
new contracts. In 1958's first quarter, 
sales zoomed 99°, to $78.4 million and 
net profit jumped a hefty 130°7 to $2.3 
million. As for backlog, Detweiler’s 
orders ran up to $595 million—a 17.1% 
gain over the previous year and the 
highest total for any fighter plane 
builder. 

Changing Course. At McDonnell 
Aircraftt? in St. Louis, the order back- 
log is still thinning out. With his F-101 
Voodoo, an Air Force jet interceptor 
well into its production life span, 
James S. McDonnell Jr. has seen his 
backlog decline 37.7% over the past 
year. But his unfilled orders still stood 
at a towering $487.1 million—a figure 
nearly half again larger than Mc- 
Donnell’s 1957 sales. Moreover, output 
of the F-101 is expected to continue 
for another two years or more. 


Aircraft 
Current 


‘Grumman 
Traded NYSE 
range (1958): high, 22%,; 
(1957) $1.75. Indicated 
Earnings per share (1957) 
$81.2 million. Ticker 


Engineering Corp 
price: 22',. Price 
low, 173g. Dividend 
1958 payout: $1.50. 
$2.38. Total assets: 
symbol: GQ. 


**Chance 
NYSE 


Vought Aircraft, Inc. Traded 
Current price 431. Price range 
(1958) : high, 44'4: low, 315,. Dividend (1957): 
$1.60. Indicated 1958 payout: $1.60. Earnings 
per share (1957): $5.65. Total assets: $110.1 
million. Ticker symbol: CVA 


*¥McDonnell Aircraft Corp 
ican Stock Exchange. Current price: 273, 
Price range (1958) high, 287—; low, 221%, 
Dividend (1957): 50c plus 3° in stock. In- 
dicated 1958 payout: $1 plus 4% in stock 
Earnings per share _ (1957) $6.34. Total 
assets: $140.6 million. Ticker symbol: MAC. 


Traded Amer- 
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“VOODOO” ASSEMBLY LINE 


In dollar value of contracted work, 
Los Angeles’ big North American 
Aviation*** continued to be the sick 
man of the aircraft industry. During 
the first period, Chairman James H 
(“Dutch”) Kindelberger’s order book 
toted up to just $515.8 million—a 
48.3% drop from early 1957. No 
could North American any longei 
count on the long, profitable produc- 
tion runs for such Air Force fighters 
as the World War II F-51 Mustang 
and Korean War F-86 Sabre. North 
American now had its business spread 
all over the lot. Included in the 
backlog were orders for the T2J jet 
trainer, atomic the Hound 
Dog air-to-ground missile, various 
types of automatic controls and rocket 
engines for ballistic missiles. 

Double Take. As the 
aircraft pickup gradually 
through to the investment pundits, 
they did a double take. Investors, 
realizing they had oversold the fighter 
plane stocks, began to bid them up. 


reactors, 


the 
filtered 


news of 


Traded 
range 


***North American Aviation, Inc 
NYSE. Current price: 3054. Price 
(1958) high, 331g; low, 255, Dividend 
(1957) : $2. Indicated 1958 payout: $1.60. Earn- 
ings per share (1957): $4.23. Total assets 
$349.6 million. Ticker symbol: NV. 


REPUBLIC’S PEALE: 


making up for lost time 


1T McDONNELL 


4IRCRAFT PLANT: 


orders were down but far from out 


Result: some of the heftiest gains of 
the 1958 spring rally were made by 
fighter plane stocks. Republic, ris- 
ing from 16% to 25%s, was up 54° 
Chance Vought climbed from 315% to 
4444, Grumman 173% to 225% 

Were the fighter plane makers 
troubles then really over? Far from 
it. So far the sharp break in thei 
shares and the subsequent rally had 
that just as 
some stocks can go up too fast, so can 
they go down too fast. 

As for the future, the planemakers 
remained largely at the mercy of the 
Pentagon and a sometimes fickle Con 
gress. Not even the industry’s great- 
est optimists doubt they will continu 
to have their downs as well as thei 
ups. So much so that, almost without 
exception, the fighter plane makers 
were looking desperately for 
military items to make. “We ex- 
pect,” says North American’s Dutch 
Kindelberger, whose company is al- 
ready deep in commercial work, “to 


from 


only proved one thing: 


non- 


develop even more non-military busi- 


ness.” 

Grumman, taking the track 
is building a small commercial turbo 
prop. Republic 
produce the French-designed Alou- 
ette helicopter and McDonnell is de- 
veloping an executive jet 


Same 


has contracted to 


transport 
for which it hopes to gain both mili- 
tary and civilian 
No Choice. In all this, the 
men acutely that 


comme 


customers 


aircralt 


are aware over- 


ambitious rcial 
Martin 
World 
them put it 
look better for 
than they did 
six months ago, but we're not kidding 


ventures 
business all but 
Company 
War II. But as 
last month 
our military 


into 
wrecked the 
and Boeing afte 
one ol 
‘Things 
business 
ourselves The days are gone lfor- 
there will alway be 
military orders for 
aircraft 


ever when 


enough manned 


fighter rvbody’s 


to keep eve 
production lines busy.” 





TRANSCONTINENTAL GAS PIPELINE CONSTRUCTION: 


NATURAL GAS 


FIRST THINGS 
FIRST 


The way to success, Trans- 
continental Gas Pipe Line 
brass believe, is to work hard 
minding your own business. 





In HIs five years as boss of Houston’s 
Transcontinental Gas Pipe Line 
Corp.,* affable Tom P. Walker had 
proved himself a man of single- 
minded purpose. While many another 
gas transmitter diversified into such 
sidelines as oil refining, cement and 
petrochemicals, Walker stuck reso- 
lutely to his last. The gas he needed 
he simply bought instead of producing 
it himself. Most of it went to dis- 
tributors, and only a rare necessity 
would induce him to make direct sales. 
Explained Walker not long ago: 
“We're a pipeline, pure and simple. 
We have no other interests.” 

Proven Principle. On occasion, doubts 
have been raised about this funda- 
mentalist approach. But last month, 
as 67-year-old Tom Walker stepped 
back into the corporate shadows as a 
director to make way for new head 
man E. Clyde McGraw, 54, a top 
executive at the firm since 1950, the 
evidence was all on Walker’s side. 
During his half-decade at the helm, 
Walker had pulled together a strife- 
torn management, put Transco hard 
on the expansion trail. From its gath- 
ering lines on the Texas Gulf Coast 
to its terminus in New York City, the 
2,815-mile network had become an 
epic of growth. By last year, total 
revenues had jumped 67.3% to $96.8 
million and net profit had doubled to 


*Transcontinental Gas - ~ Line Corp. 
Traded over-the-counter. urrent price: 
211%. Price range (1958): high 211%; low, 1649. 
Dividend (1957): 9lc. Indicated 1958 payout: 
$1. Earnings per share (1957): $1.36. Total 
assets: $451.7 million. 
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keyed to a fast-moving market 


$15.2 million. Over the same period, 
industry profits grew just 75.4%. 

Key to Transco’s growth has been 
its market—an entity Clyde McGraw 
has been moved to describe as “fabu- 
lous.” More than 55% of the firm’s 
transported gas is sold to three big 
distributors—Manhattan’s Consolidat- 
ed Edison, Brooklyn Union Gas, and 
New Jersey’s Public Service Electric 
& Gas Co. Transco also has important 
lesser outlets in Philadelphia and 
among dozens of small utilities along 
the Eastern seaboard. But despite the 
rising tides of gas Transco has brought 
into its markets, the saturation level 
has remained low. Says McGraw: “As 
we look down the road, we see a con- 
tinuing compelling demand through- 
out our whole system.” 

The Big Spender. Walker did his 
utmost to make the most of this in- 
triguing situation. In the last two 
years alone, he raised more than $200 
million through debt and _ equity 
financing. Last year, although Transco 
ranked merely sixth in revenues 
among U.S. gas pipelines, Walker 
poured out $100 million in capital ex- 
penditures, the second biggest out- 
lay of all, and this year another $127 
million will be spent. To help foot 
the bill, McGraw is now arranging 
sale of $25 million in bonds and $15 
million in preferred stock. 

To Transco’s 26,000 shareholders, 
Walker’s big push has been some- 
thing of a mixed blessing. The weight 
of debt money has given sharp lever- 
age to net profit (thanks largely to a 
bookkeeper’s option which has al- 
lowed deferral of a portion of in- 
terest charges). But at the same 
time, repeated new issues of common 
have slowed down growth of per share 
earnings. While net doubled over the 
past five years, earnings per share 
gained just 66% (to $1.36). 

Late Favorite. Such dilution not- 
withstanding, Transco has proven to 
be a Wall Street favorite at a time 
when gas pipeline stocks have lost 


much of their glamour. Last month 
it was one of the two major pipeline 
equities being traded at a higher price 
than that of 1957 (the other was Texas 
Eastern Transmission Corp.). At 21, 
its price had more than doubled since 
its highwater mark of 1953. 

One thing about Transco that im- 
presses Wall Street is its current level 
of earnings, which were up 21.2% to 
40c per share in the first quarter. That 
gain was surpassed only by industry- 
leading Tennessee Gas Transmission 
among major pipelines. But much of 
the basic strength in Transco com- 
mon could be traced directly back to 
Tom Walker’s preoccupation with 
pipelining. Since he had only a neg- 
ligible amount of gas _ production, 
Walker was able to escape the regu- 
latory snarl over gas pricing. And be- 
cause he had conducted his rate 
negotiations with extreme care, he 
accumulated no rate increases under 
bond. Thus, the pipeline is not liable 
to refunds as a result of the “Memphis 
Decision.” 

Meet McGraw. It was rather obvious 
that Tom Walker had brought Trans- 
continental Gas Pipe Line a long way 
in a hurry. Last month the big ques- 
tion on Wall Street was: Can Clyde 
McGraw be expected to keep up the 
pace—and the principle? Ask Mc- 
Graw, and he says he is entirely con- 
tent to keep Transco’s chips riding on 
the winning number. “We’re going to 
tend to our knitting,” adds he. “We’re 
still a pipeline, pure and simple.” 





THREE KINDS 
OF PROFIT 


Thanks to leverage provided by 
large amounts of debt money, 
Transcontinental Gas Pipe Line has 
chalked up much faster growth in 
net profit than in operating in- 
come (i.e., total revenues minus 
operating expenses and taxes). But 
stockholders have not shared fully 
in this growth —for new issues of 
common stock diluted earnings on 
a per-share basis. 
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ENTERT AINMENT 


THE PAWN AND 
THE PROMOTER 





Pair Dealster Matty Fox and 
Boston Banker Serge Semen- 
enko and you get quite a 
chess pawn in Hazel Bishop. 


“So FAR,” piped squat, crinkle-eyed 
Matthew M. Fox last month, “I’ve 
never promoted anything but myself.” 
But 47-year-old Matty Fox, president 
and chief stockholder of New York’s 
$4.8-million C & C Television Corp.,* 
looked mighty like a promoter as he 
spoke. For Fox’s C & C had just 
bought control of New York’s Hazel 
Bishop, a $3.4-million cosmetics mak- 
er, and seemed all set to plug it in to 
one of TV’s most profitable circuits. 
Time on His Hands. A fast-moving 
fellow, at 25 Matty Fox had brain- 
stormed his way from doorman at a 
Racine, Wisconsin movie house to a 
vice presidency at Hollywood’s Uni- 
versal Pictures Corp. From there he 
kept on moving, hit his postwar stride 
as a TV wheeler-dealer. Joining forc- 
es in 1955 with C & C Super Corp.’s 
Walter Mack and Real Estate Man 
William Zeckendorf, Fox brought his 
fellow operators a precious library of 
740 RKO films—the first old movies 
released to TV by a major studio. 
Fox soon hatched the idea of barter- 
ing these films to TV stations in re- 
turn for free time—20 to 60 seconds 
for spot commercials—which cost the 
stations practically nothing and meant 
much more than cash in hand to him. 
Collecting these time credits under 
long-term contract from _ stations 
coast-to-coast, Fox built up a tre- 
mendous bank of intangible but high- 
ly valuable assets for C & C. The 
time on his hands never appeared on 
any balance sheet since it was an 
asset of indeterminate worth until 
exploited. But its value is not negli- 
gible. Some estimates of its worth 
run to as much as eight to ten times 
Fox’s reported total assets. By pack- 
aging and selling these spots to nation- 
al advertisers, Matty Fox aims to 
make the whole package add up to 
more than the sum of the spots. 
“Before we sold a $20-million pack- 
age to Stanley Warner’s International 
Latex subsidiary,’ he explained last 
month, “their sales were $32 million 
and their profits $3 million. One year 
later, their sales were $54 million and 
their earnings $7.6 million. Why? We 


*C & C Television Corp. Traded American 
Stock Exchange. Current price: 1. Price 
range (1958): high, 14%; low, 3%. Dividend 
(1957): stock—12 share Nat. Phoenix Indus- 
trial. Indicated 1958 payout: none. Earning 
per share (1957): 12c. Total assets: $5.7 
million. Ticker symbol: CXC. 
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C&C TELEVISION’S FOX: 


HAZEL BISHOP’S SPECTOR: 


will a lipstick plus a plug equal a profit? 


gave them six to ten spots seven days 
a week in 100 mass markets. Today, 
their profits are close to $10 million.” 

Man with the Golden Spots. From 
there it was only a short jump to 
using the spots himself. So Fox be- 
gan scouting around for likely candi- 
dates, soon found what looked like a 
winner in Manhattan’s Hazel Bishop, 
a low-priced cosmetics company 
which had won a fast beachhead in the 
nation’s toughest consumer market. 
Under the advertising touch of Presi- 
dent and Controlling Stockholder 
Raymond Spector, sales had zoomed 
from $700,000 in 1950 to $12 million in 
1954. But when luck-pushing Ray 
Spector’s series of TV _ spectaculars 
laid an egg, Hazel Bishop flopped as 
well, ran up huge deficits in 1955, 
1956 and 1957. 

When the time was right, deal- 
sniffing Matty Fox made connections 
with old friend Ray Spector and pro- 
posed the kind of intriguing plot that 
Hollywooders Fox and Spector love. 
But it had one tragic flaw: Where was 
Fox to raise the cash to buy out 
Spector’s 60% interest in Hazel Bish- 
op? The price came to millions, but 
C & C’s latest balance sheet showed 


MYSTERY MAN SEMENENKO: 
he knew the right numbers 


only $11,000 in cash. “That Matty 
Fox,” sighed one old friend, “is al- 
ways dreaming up schemes and then 
worrying about how to pay for them.” 

Serge Onstage. At this point, one 
of Hollywood’s most influential but 
least known actors entered and took 
the center of the stage. He was Bos- 
ton Banker Serge Semenenko, whom 
Fox claims he brought into movie 
financing for the first time, launching 
him on what has since become a career 
as unofficial banker to Hollywood. It 
had been Semenenko who had 
drummed up $10 million in Boston 
money to stake Fox in his purchase 
of the RKO film library. Now once 
again Semenenko knew the right 
telephone number in Boston’s banking 
district, arranged a C & C loan of $3.8 
million to buy out Spector’s 836,000 
Hazel Bishop shares for $4.50 apiece 

“We guarantee Hazel Bishop a 
profit,” flatly promised Matty Fox last 
month. “They’ve been hurt only by 
over-advertising, but 
that them 
wide consumer 
double their How’ 
Fox expects to pour $8 million worth 
of TV into plugging Hazel 
Bishop each year. Could he keep up 
the pace? Answers he: “We've got al- 
most ten times as many spots as all 
our TV together 
What’s more, we are continually gen- 
erating new time by trading off new 
blocks of old movies.” 


we've solved 


With 


acceptance, 


thei: 
we'll 


> 


problem for 
sales this year.” 


spots 


competitors put 


Russian Roulette. Investors who have 
tended to regard C & C as 
ly a long shot speculation of Fox's 
fertile imagination, reacted promptly 
to news of the deal, pushed C & C 
shares up 50% from % to 1% within 
days of the announcement. Oddly 
enough, the biggest skeptics were in- 
timates Spector them- 
selves. Noting that Spector stays on 
as Hazel Bishop’s power, they saw 
trouble ahead. Warned one: “They'll 
kill each other.” 


But some few sideliners wondered 


mere- 


of Fox and 
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MAGNAVOX’S FREIMANN: : 
“a thriving oasis in the jungle’ 


that would really matter 
much. Noting that the ever-mysteri- 
ous Semenenko had placed his broth- 
er-in-law Charles McKhann on Hazel 
Bishop’s board, they guessed that it 
would be he who would have the last 
real say in the Fox gambit. And the 
fact that Semenenko already owns 
30°; control of Chemway (formerly 
Zonite) Corp., another struggling cos- 
metic firm, opened up a wild blue 
yonder of guess work. While C & C 
churned upwards on the American 
Stock Exchange, Chemway moved up 
in unusually heavy trading on the 
Big Board. “As a banker,” hypoth- 
esized one broker, “Semenenko is 
fascinated by Fox’s hidden assets. 
It seems only logical that he pool 
his interests, merging Chemway into 
Hazel Bishop and getting C & C to 
plug both.” Added he in an after- 
thought: “In Russian roulette, the 
banker always wins.” 

For his part, agile Matty Fox prom- 
ised a surprise: a change of name (to 
Television Industries, Inc.) this month, 
then a reverse one-for-ten split “to 
give us some character.” 


whether 


ELECTRICAL GOODS 


A MATTER OF 
IMMUNITY 





By going its own way in its 

own manner, Magnavox Co. 

has bucked an industry trend 
of trouble. 


AMERICAN industry is something of a 
living textbook to the proposition that 
big volume pays. But the $2-billion 
television industry, where big volume 
has come to mean over-production, 
cut-throat pricing and _ steadily 
shrinking profits, stands as the sort of 
exception which proves the rule. De- 
spite steady sales growth, such once- 
promising companies as Admiral, 
Philco, and even Motorola have stead- 
ily lost ground in earning power. Yet 
even here there is at least one con- 
spicuous exception. During a time 
when Philco’s pretax margins were 
shrinking from 7° to 2%, Admiral’s 
from 10% to 1%, and Motorola’s from 
9% to 7%, one producer, Magnavox 
Co.,* actually managed to boost its 
margins from 7% to 8%. 

Above & Beyond. And how has 
Magnavox managed to hold aloof from 
the industry’s ills? The answer, ac- 
cording to Magnavox’s President 
Frank G. Freimann, is simple: by 
avoiding the kind of volume selling 
and price competition that has laid 
most of its rivals low. Instead, Magna- 
vox stressed quality, not price, sought 
to cater to a demanding few rather 
than the price-conscious many. In the 
process, Magnavox built up a well- 
nigh unique merchandising organiza- 
tion that Freimann, in an arch mix- 


*Magnavox Co. Traded NYSE. Current 
price: 36. Price range (1958): high, 37; low, 
3014. Dividend (1957): $1.50 plus 5% in stock 
Indicated 1958 payout: $1.50 plus 5% stock. 
Earnings per share (1957): $3.90. Total as- 
sets: $48.5 million. Ticker symbol: MAG. 


MAGNAVOX RADIO & TELEVISION QUALITY-CONTROL LINE: 


the future still looks good 


ture of metaphors, has described as 
“a thriving oasis in the midst of the 
jungle warfare merchandising which 
prevails today.” 

Willfully turning its back on 
accepted industry practice, Magnavox 
sells its television, phonograph and 
hi-fi sets exclusively through a rela- 
tive handful of strategically located 
retail dealers. Thus though only 2% 
of the industry’s 100,000 retail outlets 
handle Magnavox sets, Freimann 
claims access to 75% of the market. 
Dealer relations are a two-way street. 
While Magnavox more or less guar- 
antees a dealer an exclusive sales ter- 
ritory, the dealer reciprocates by 
more or less holding the line on Mag- 
navox prices. 

Stretch Out. The supreme test was 
simply that it worked. But, Wall 
Streeters have been wondering in re- 
cent months, can it continue to work 
in times of recession? The best an- 
swer perhaps appeared last month 
when Magnavox reported for the nine 
months ended March 30. Taken over 
the term, Magnavox’s profits were off 
only 0.7% on a 1.1% increase in sales. 
As expected, though, Magnavox had 
not done quite that well in the latest 
quarter, when sales dipped 5.4%, 
earnings 14.4%. Just the same, it was 
a healthy showing. In the same quar- 
ter, both Admiral and Philco operated 
in the red, and even Motorola report- 
ed a 68°, decline in profits. 

As it turned out, it was not so much 
Magnavox’s consumer business that 
took the brunt as its burgeoning mili- 
tary billings (e.g., radar, fire, com- 
munications and navigation systems), 
which accounts for more than 25% of 
total sales. 

“Our military business,” admits 
Frank Freimann, “declined substan- 
tially. There were stretchouts on 
communications systems contracts, 
for instance, and as a result more of 
our military business was in lower- 
profit research and development rath- 
er than production. This meant that 
our profits fell off even faster than 
sales.” 

Upturn Upcoming? With only one 
unreported quarter to consider, what 
are Magnavox’s chances of winding 
up still another record year? “This is 
one time,” says Friemann, “I won't 
make a guess. Though our military 
backlog currently is the biggest in 
history, we'll be coasting until the end 
of the year. As for consumer goods, 
we felt the effect of receding consum- 
er buying in April. But since we've 
introduced the first commercial 
stereophonic disc high-fidelity equip- 
ment, the trend is reversing itself. In 
May, our television sales rose 10%, 
our high-fidelity sales 100% over a 
year ago. I'd say the future looks 
good.” 


Forres, JUNE 1, 1958 





OIL 


TEXACO’S TRUMP 


Though he already had a 

handful of winning cards, 

Texaco’s Gus Long has been 

picking up new ones around 
the world. 


As chairman of the globe-girdling 
. Texas Co.,* Augustus C. Long has two 
long cards to play: he has more re- 
serves of crude oil (some 2.1 billion 
barrels of it) safely tucked away in 
the U.S. than anybody else but Jersey 
Standard; and his refineries run more 
high-profit gasoline (52°%-54% of re- 
finery runs, vs. a 44% industry aver- 
age) than any other major oil com- 
pany. 

Last month Long was busy adding 
to this prize-winning hand. In Dallas, 
“stockholders of the Seaboard Oil Co., 
a medium-sized (175 million barrels 
of U.S. reserves) Texas-California 
producer, voted to sell out to Texaco 
in a one-for-one stock swap. Long 
was highly pleased with his new ac- 
quisition. “Seaboard,” said he, “gives 
us substantial crude reserves in the 
Western Hemisphere, and its proper- 
ties blend in perfectly with our own.” 

Play for Profit. It was also a buy 
calculated to keep Texaco in _ its 
long-standing industry ranking of 
fourth in revenues and second in 
profits, a position it briefly lost last 
year. Long, who already owned a 
third of Seaboard’s stock, was paying 
roughly $156 million in Texas Co. 
shares for domestic reserves which 
alone were roughly worth the pur- 
chase price, plus Canadian holdings 
worth another $42 million and a tract 
already bubbling oil in Venezuela’s 
Lake Maracaibo. Leaving out Mara- 
caibo entirely, oil analysts estimate, 


*The Texas Co. Traded NYSE. Current 
rice: 65. Price range (1958): high, 687%; low, 
5534. Dividend (1957): $2.35. Indicated 1958 
payout: $2.35. Earnings per share (157): 
$5.94. Total assets: $2,729.1 million. Ticker 
symbol: TX. 





Revenues 
(millions 


$7,830.2 
2,976.1 
2,730.1 
2,344.2 
2,010.1 
1,764.6 
1,650.8 


Jersey Standard 
Socony Mobil 

Gulf 

Texaco 

Indiana Standard 
Shell 

California Standard 





WHERE THEY STAND 


Among the Big Seven of U.S. oil, Texaco long ranked fourth 
in sales, second in profits. Last year it lost out as Num- 
ber Two money-maker when Gulf reaped a non-recurring 
profit, but quickly came back in the first quarter of 1958. 


Long was paying roughly $1 a barrel 
for oil that would have cost around 
$1.32 to find in the US. 

More than that, Seaboard was add- 
ed insurance in the Western Hemi- 
sphere, where Texaco refines more oil 
than it produces (see chart). Even 
though Texaco is better balanced 
globally than, say, Socony Mobil or 
Gulf, Long is not satisfied. “We're 
trying to develop reserves all over the 
world,” he comments. “We believe 
you shouldn’t put all your emphasis 
on one hemisphere, and your balance 
between refining and _ production 
should be as high as possible.” 

Delayed Reaction. Gus Long has 
been strengthening Texaco’s hand 
ever since he became its chairman 
two years ago. Just how well he has 
succeeded, however, even Wall Street 
did not realize until a few days before 
the Seaboard acquisition. The belated 
awakening came when Long floated 
$150 million in 358° debentures to 
pay for an historic deal: the 1956 buy 
of Great Britain’s Trinidad Oil. 

Like Long’s Seaboard purchase, the 
Trinidad acquisition was already 
turning out to be a shrewd one. While 
other oilmen were worrying about 
rumbles in the Eastern .lemisphere, 
Long was coppering his own bets in 
the Middle East by stepping up his 
operations in Trinidad.+ The island’s 
refinery, already expanded from 80,- 
000 to 100,000 barrels capacity a day, 
is being enlarged again. At the same 
time, Texaco is looking for more oil in 
Trinidad and off its coast, in the same 
Gulf of Paria where U.S. oilmen (in- 
cluding Long) paid hundreds of mil- 
lions of dollars for concessions from 
the Venezuelan government. Some 
Wall Streeters suspect, in fact, that 
obtaining Trinidad’s offshore acreage 
may turn out to be a major coup. 

Travelling Salesman. Even better, in 
these days of vastly rising oil reserves, 
Long already has made sue that he 
will have no lack of markets for crude 

+As well as in Canada, where Texaco also 


obtained production, refining and marketing 
in the Trinidad deal 
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millions) 


$805.2 
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First Quarter, 1958 
Profits 
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GLOBAL 
BALANCE 


Ideally, Texaco would like to 
have its crude oil production and 
its refining match closely in each 
hemisphere. Alreody one of the 
best integrated of the interno- 
tional oil operators, Texaco is 
concentrating hard on achieving 
a stricter balance. 





300,000 























200,000 








Western Hemisphere! Eastern Hemisphere 


from Trinidad, Venezuela or Texaco’s 
big holdings in the Middle East's 
Saudi Arabia, Iran and Bahrain 
Though Texaco established its first 
foreign terminal in 1904, Long stepped 
up its outlets immensely by obtaining 
75% control of Regent Refining in the 
Trinidad purchase (owner of the re- 
mainder: Standard of California) 
Regent markets no less than 6% of all 
the oil sold in the United Kingdom, 
whose fuel oil needs make it a prime 
customer for heavy Latin crude. 

With oil imports into the U.S. under 
voluntary regulation, Regent may 
well have been Long’s biggest prize. 
For the costs of breaking into new 
markets abroad normally run prohibi- 
tively high. As Long puts it: “For 
every $1 you spend on production 
abroad, you have to spend another $2 
for schools, roads and so forth. But 
you also need another $3 if you want 
to go into marketing.” 

Oiling the Works. In the first quar- 
ter of 1958, however, even Long’s 
Texaco was not immune to the effects 
of the Its net earnings, 
though off less than most oil compa- 
nies, dropped from $1.57 a share to 
$1.25. Long believes that the reces- 
sion in oil is not yet 
thinks he sees light ahead. “There's 
a good he, “that we 
will see a pickup in the fourth quar- 
ter.” When the pickup finally comes, 
Long feels Texaco’s basically strong 
hand, than eve! will 
enable it to continue its long winning 
streak. 


recession. 
ovel but he 
chance,” 


says 


stronger now, 
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Summa Cum Stocks! 


Graduation — and you want something pretty special for a 
pretty special boy or girl. 

Wrist watches, pins, a ring? Simply fine. But maybe a gift 
that can go on giving would be better. 
. An actual own- 
ership interest in some leading American company. A long- 
range investment that could grow in value over the years and 
pay annual dividends of 5% or so besides. 


We're thinking, of course, of common stocks 


How much do such stocks cost? You'll find prices to fit any 
pocketbook. Good stocks selling for $10 or $15, $20 or $40, 
$100 or $150. 

Here “ we have them all, will do all that we 
can to help you select the most suitable stock for your particu- 
lar gift requirements. 


on our shelves” 


Window shoppers are always welcome at Merrill Lynch, so 
if you think common stocks might solve your own gift prob- 
lems, just come browsing any time you like. 


Merrill Lynch, Pierce, Fenner & Smith 


Members New York Stock Exchange and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 














Columbus and Southern Ohio Electric Co. reports: 


Continuing growth and progress 
in Ohio’s most progressive area! 


For the three months For the twelve months 
ended March 31 ended March 31 
(000 omitted) 
$11,255 $45,046 $42,187 


RESULTS OF OPERATIONS 





Operating Revenues 
Operating Expenses 
Fuel used in electric ae . . $1,750 $ 1,656 
Other operation . o - A 
Maintenance . bs 783 855 
Depreciation and amortization . 1,513 1,273 
State and local taxes . 2 ane 1,034 953 
Federal income taxes . . ie 952 
Deferred Federal income taxes . . 622 
Total operating expenses . . $ 9,235 $ 8,613 
Operating income - . «. «$2,760 $ 2,642 $10,302 
ES Ge ee ee 59 35 297 
Gross income . . $ 2,819 $ 2,677 $10,599 
Income Deductions 
Interest on first mortgage bonds . . $ 1,023 $ 763 
Other interest expense ar 65 129 
Interest charged to construc tion 
(credit*) . . peewee t ¢ 211° 243* 
‘Total income deductions . .$ 877 $ 649 
Net income . aera, fs lull 
Preferred Dividends . . . a fa 334 214 
Earnings on common shares . . $ 1608 $ 1,814 


. $11,995 














$ 3,731 
440 


1,280° 
$ 2,891 $ 2,599 


$ 7,708 $ 6,971 
1,090 860 


$ 6,618 $ 6,111 

















Common shares outstanding at 
end of period (in thousands) 
EARNINGS PER COMMON SHARE . 


2,651 
$0.61 


2,651 
$0.68 


2,651 
$2.50 


2,651 
$2.30 








This is an interim statement. a Company’ s fiscal year ends December 31, at 
which time its fi d by independent public accountants. 


Columbus and eaaiawe Ohio Electric Company 
215 North Front Street « Columbus, Ohio 











THE LONG, LONG 
PAYOFF 


Actor Bill Holden’s tax gim- 

mick is turning into an un- 

expected benefit for his em- 
ployers. 


WHEN cinema hero William Holden 


| signed with Hollywood’s Columbia 
| Pictures Corp.* to star in Bridge on 
| the River Kwai, the creak of strain- 
| ing cash registers and the groans of 


outraged moviemen could be heard 


| from Hollywood and Vine to Broad 


| and Wall. 


Holden had insisted on— 


| and gotten—an unprecedented deal 


| dollar 


under the terms of which Columbia 
would have to pay him 10c on every 
Kwai grossed at the box 


| office. And to keep the tax collector 


| from getting it all, 


Holden also in- 


| sisted that Columbia spread out the 
| payments so that he would get no 


more than $50,000 in any one year. 

As it turned out, Holden and his 
lawyers had apparently out-foxed 
themselves. With Kwai making the 
ticket registers ring merrily, the pic- 


| ture seemed set to gross $25 million, 
| which would mean eventual earnings 





| cheap working capital for 





of $2.5 million for actor Holden. The 
only catch: with the $50,000-a-year 
limit, Holden, now 40, might not be 
around long enough to collect it all. 

But what looked like an excruci- 
atingly slow payout for Holden may 
well turn into a real jackpot for Co- 
lumbia. By the time it has most of 
Holden’s $2.5 million,jn the pot some 
three or four years hence, Columbia 
may be able to use the money itself. 
Since the $50,000 payment represents 
interest of just 2% on $2.5 million, and 
since Columbia normally must pay a 
good deal more than 2% to borrow 
money, Columbia President Abe 
Schneider figures to get some very 
the next 
half century. On top of that, any of 
Columbia’s present stockholders who 
happen to be around 50 years from 
now could count on the original $2.5 
million reverting to Columbia, since 
Holden will have been paid off from 
interest payments. 

Cagey Columbia, however, was say- 
ing very little about its unexpected 
fiscal bonanza. “I don’t believe,” one 
of President Schneider’s aides pro- 
tested last month, “that management 
is yet in a position to know what we 
will do with the money.” 


*Columbia Pictures Corp. Traded NYSE. 
Current price: 173g. Price range (1958): high, 
18; low, 124%. Dividend (1957): $1.20 plus 
stock. Indicated 1958 payout: 60c plus stock 
Earnings per share (fiscal 1957) : #1. 76. Total 
assets: $73.8 million. Ticker symbol: CPS. 
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The FORBES index 1958 


Solid line is computed weekly and monthly, gives equal weight to 
five factors: 
1, How much ore we producing? (FRB production index) 
. How ‘ad people are working? (BLS non-agricultural employ- 
ment) 





6 ERP cl 





. How intensively are we working? (BLS average weekly hours 
in manvfacture) ’ 


. Are people spending or saving? (FRB department store sales) 
. How much money is circulating? (FRB bank debits, 141 key 
centers) 
Factors 4 and 5 are adjusted for valve of the dollar (1947-49 
= 100), factors 1, 4 and 5 for seasonal variation. 


Plotted line is a preli: y Some and may not necessarily 
agree with the revised 1. Det indicates an 8-day estimate 
based tp —- —y fmemmee Samana, all of which are subject 


: 





*Final figures for the five components (1947-49 = 100) 
April May June July August 4 ' : : ; . April 


. (prelim.) 
Production d 143.0 144.0 144.0 145.0 . . 39 36. 33. 30. : 126.0 


Employment........ ; 120.5 120.8 120.6 120.7 ’ . 20. 8. : s. 115.6 
Hours Peaeeen ae d 99.5 100.3 99.5 100.3 , F . 7 : 7 96.0 
Sales aoa Oo d 117.4 119.4 123.9 125.7 i : ‘ ; 7. al 123.6 
Bank Debits........ d 157.7 139.0 157.1 155.3 7 ‘ 37. 51. , 35.7 141.7 

127.6 124.7 129.0 129.4 : R _ . i 119. ' 120.6 


THE MARKET OUTLOOK mae, Sait tees cette 


the prospect of a series of baby bull 

by SIDNEY B. LURIE and baby bear markets, a series of 

. short-lived business cycles within the 

The Good Earth broader pattern. But all this just 

makes the game of speculation more 

OF course there are problems—a great sions? Is there any- : interesting. Fact that no one has the 
many of them. To mention a few: thing new in the : comfort of a broad tide which can 

e Russia’s political harassment has_ probability that a offset the individual mistakes makes 
been carried over into the economic major bull market the success stories all the more out- 
front. is highly remote at as standing. 

e This is still a sorely troubled this time? Isn’t it In a word, it’s better to accept this 
world, and prosperity is faltering in much more realistic off-beat year for what it is than com- 
Western Europe. to be grateful for plain about the problems it presents 

e The birth rate, the marriage rate, small favors—for There’s a ball game being played 
the rate of household formations are the good earth—and accept the op- every day. It may not necessarily play 
declining. portunities that emerge from every toa full house, but the important point 

e All this at a time when the econ-__ difficult period? is that the season isn’t over—there’s 
omy has lost the internal resiliency This point is important, for too _ still a World Series to be played 
and buoyancy which permitted the many security buyers are losing to- And the attendance is likely to build 
now finished chapter of rolling re- day by waiting for tomorrow. Sure, up in view of the following consid- 
adjustments. the era is one where the opportunities erations: ° 

But what of it? Has the world ever have to be carved out with an ice e Business is better. Not markedly, 
been free of problems? Is there any- pick rather than a pick axe. But the nor clearly visible to the naked eye, 
thing new in the prospect that this “pay off’ for a really good idea is but there are enough straws in the 
recovery will be less vigorous and _ better than it was in past years when’ wind to indicate that the recession 
more selective than those which fol- the success stories were many, rather won't snowball at this time. From coal 
lowed the two previous postwar reces- _ than few. to steel, office machinery to farm 
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THE BEST STOCKS 


TO BUY OR HOLD NOW 


of over 850 under continuous survey 


804 leading stocks, plus over 50 special situations, are continuously super 
vised by the Value Line Survey. This covers practically every stock on the 
New York Stock Exchange in which there is widespread investor interest 
We fully realize, of course, that you would never be committed to such a 
large number of stocks. However, the business—or art—of investing is 
largely a matter of selection, especially in a period of general business un 
certainty like the present. Unless you survey the broad view of values you 
may not be made aware of those that are best for you right now 

As a further service to subscribers, the Value Line Survey now selects 
weekly THE BEST STOCKS TO BUY OR HOLD NOW out of the more 
than 850 under survey. In this week’s issue of Ratings & Reports, you will 
be interested to note: 
1. For the conservative investor seeking well defined appreciation: Her« 
are 20 major stocks, and special situations all ranked I (Highest) fon 
probable market performance in the next twelve months. All are of 
superior quality (B+ or better) and their yields run as high as 5%. 
2. For the conservative investor seeking better than average income: 20 
stocks, all of superior quality and all ranked I (Highest) or Il (Above 
Average) for probable market performance. Yields range from 5.1% 
to 6.8°,. 


3. For the risk investor seeking better than average appreciation: 2% stocks 
and special situations of medium grade or speculative quality, ranked I 
(Highest) for probable market performance in the next twelve months 
and ranked I (Highest) for 3 to 5 year appreciation potentiality as well 
1. For the risk investor seeking exceptionally large income: 24 selected 
stocks with estimated yields of 6.3% to 8.0%. All rank high for probable 
market performance in the next twelve months. 

These selected stocks offer an exceptional combination of values for 
investors at the present time. A copy of the current issue of Ratincs & 
Reports with this list of THE BEST STOCKS TO BUY OR HOLD NOW 
will be sent you at no extra charge under the special introductory offer 


below. 
A SPECIAL $5 INTRODUCTORY OFFER* 


| equipment, 


electrical equipment to 
titanium, chemicals to machine tools, 
improvement has been noted. 

e While a decline in industry’s ex- 
penditures for new plants and equip- 
ment triggered this recession, it’s sig- 
nificant to note that: 1) The 1958 
year-end spending level may be 
maintained from 1959 to 1961, which 
means the biggest shock now is being 
witnessed. 

2) Business plans to boost its re- 
search outlays $1 billion this year and 
$2 billion more by 1961. And research 
spells new products that develop new 
markets. 

e This recession is notable not only 
for its internal stabilizers, but for the 
fact that it is occurring in an atmos- 
phere free of the financial stresses 
and strains that marked the 1930s. 
Proof lies in the fact that the demand 
for a new mutual fund issued by one 
of the major banking firms necessi- 
tated an increase in the offering from 
$37 million to $200 million. True, this 
is a tribute to the issuing house and 
partly reflects the fact that investors 
seek a specialist when they are ill. 
But it also reflects the fact that there 
is no scarcity of funds for a good idea. 

That the market was reacting in 
mid-May does not necessarily contra- 
dict a conservatively constructive 
point of view. It’s a natural, normal 
and healthy development in a year 
which will be noted for its counter 
moves. The real test may not come 
until the fall, and the security buyer 
will have to relate the shape of the 
earnings potential possible under the 
present business pattern to the stock 
price level. In some cases, the arith- 


Under this special offer, you would receive at no extra cost the following 
valuable investment aids to guide you to safer and more profitable investing: 


1, COMPLETE SUMMARY OF AD- son, 
VICES on 850 stocks to enable you 
to check all your stocks immediately. 


2, INVESTMENT PROGRAM FOR 
LIFETIME SECURITY. —@ special bso 
Value Line study including 60 stocks 
selected for capital gain, income and 4, IN ADDITION, you will receive at 


Meanwhile, there are always things 
pear ete one-half the pro-rata fee, the next 4 
weekly editions of the Value Line 


to do. It’s a little late, for example, to 
ueaas hear eitien a taken © wane) ye yg ed ge discover the virtues of the ethical 
Reports on the Railroad; Railroad Rerorts on each of 265 leading drug business, or that people must eat, 
Equipment, Truck, Shipping & Ship stocks a new SPECIAL SITUATION 3 : é 
building industries, with analyses of recommendatiot a SUPERVISED or the growing use of convenience 
doy yt ee ey foods. These consumer goods stocks 
Chesapeake & Ohio, Delaware & Hud- PLEMENTS and 4 SuMMAky-INDEXES were singled out for attention in this 
(Annual Subscription $120) column last fall. Now they are “rich,” 
and vulnerable to any change in 
psychology. Styles in speculation al- 
ways change, just as they do in wom- 
en’s hats. Even a good thing can be 
overdone. 

The more interesting opportunities 
today are likely to be off the beaten 
path—say in a company such as Em- 
hart Manufacturing, which supplies 
about two thirds of the nation’s glass- 
making machinery; has another di- 
vision which is a leading maker of 
automatic packaging machinery; and 
has a half interest in Plax Corp., the 
leading factor in the squeeze bottle 

(CONTINUED ON PAGE 46) 


metic may be found wanting, with the 
result that the market could decline 
even though business is better. This 
will just about complete the pattern 
of an off-beat year. 


Fruehauf Trailer, Greyhound 
Corp., Mack Trucks, Missouri Pacific 
Railroad, New York Central, Penn- 
sylvania Railroad, Pullman, Inc., 
Westinghouse Air Brake and 50 


AT NO EXTRA CHARGE, the 





° Veu subse ribers only 


To take advantage of this Special Offer, fill out and mail coupon below. 


Name 


. Zone . State 
Send $5 to Dept. FB-106 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 


E LINE SURVEY BUILDING, 5 EAST 44TH STREET, NEW YORK 17, N.Y. 


City. 
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SUCH OPPORTUNITIES COME 
ONLY ONCE IN A LIFE-TIME 


My fortune-building formula is to en- 
able investors with small funds rapidly to 
acquire financial independence. I have 
done research to that end for nearly fifty 
years. More than five thousand investors 
can testify to the fortune-building success 
of my discoveries. The formula is very 
simple. We find you the basic potentials of 
growth in low price stocks. Holding these 
basic growth values has quickly doubled 
the funds of clients time and again. Our 
current recommendations are selling at 
about ten percent of their potential values. 

Thirty years of conspicuous success for 
clients has built us pre-eminent recogni- 
tion for our fortune-building growth dis- 
coveries. That is why over five thousand 
investors are reading our weekly “Stock 
Market Appraisements” we formerly syn- 
dicated nationally on financial pages un- 
der the heading, “ROYSTONE SAYS.” 

Our newspaper followers found that 
discovering fundamental growth values is 
the basic factor in fortune-building. No 
wonder Wall Street is so anxious to keep 
in contact with our recommendations. 

This demand from everywhere for our 
reliable guidance in selecting special 
growth values forced us to publish our 
comments in inexpensive weekly analytical 
guidance bulletins which are now being 
read by thousands of investors each week. 

To buy low-price long-term growth situ- 


W. H. ROYSTONE 
INVESTMENT ANALYST 


Who, from devoting many years building fortunes 
for investors, wrote ‘‘America Tomorrow,"’ 
“the most far-seeing economic guide for the 
future,"’ sent free to his clients with his ‘27 
Safety Rules’’ for Investors and Traders 


Thinking realistically, we must 
that fortunes are built from small funds 
only through far-sighted specializing, not 
through diversification. A few poor sele 
tions destroy the gains of years. Funds 
were greatly increased when our clients 
bought a special situation at four that 
went to twenty-four. Not many months 
ago we advised our subscribers to buy 
another discovery below four dollars that 
quickly went near twenty and now looks 
much higher. We expect many of the 
discoveries we are recommending to dou 
ble current cheap prices many times 

The only sure fortune-building is done 
through such fund enhancement research 
That alone will offset the rising cost of 
living. Fortune-building requirements call 
for at least a fifty percent fund gain each 
year Instead, the great majority of in 
vestors see their cash values shrink. 

Not so long ago when one of our dis 
coveries was selling near three dollars we 


agree 


said, “a few hundred shares bought now 
will pay for the future education of chil 
dren, soon pay off the mortgage or pro 
vide security for old age.” It went up im 
mediately and advanced about one thou 
sand percent on the American Stock Ex 
change and promises much greater growth 
Now, we are approving other low 
growth situations that also promise un 


called 
price 





ations before the public recognizes their 

potential values largely eliminates the hazards of speculation. 
Now, thanks to the discovery made while evaluating fundamental 
psychological factors found in the Roystone Heavy Industry 
formula, we follow the rules that make for growth. Currently we 
anticipate a long bull market in natural commodity growth stocks. 
We are exploring the field to uncover the issues that show the 
greatest fortune-building potentials. 

Ignoring the rules for fortune-building, the average investor 
never has a profit chance. Unfortunately, investors and traders 
are equally victims of popular sentiment. They buy when they 
should sell and sell when they should buy. To protect clients 
against these errors, we developed our 27 Safety Rules for 
Investors and Traders. 

We build on growth, not petty profits. One may not go broke 
taking quick profits but certainly one never gets rich. We select 
growth values in their infancy that are independent of adverse 
conditions. This makes all the difference between failure and 
fortune-building. 

Naturally, knowing the long trend turning points is essential 
to the investor. Knowing a “bull market” from a “bear market” 
is one guarantee of security. At the end of the Korean War this 
was almost the only service to see a long rising market ahead. 
Waiting and watching for such profit opportunities has built 
most of the large fortunes made in Wall Street. 

There are thousands of smaller investors, intelligently accumu- 
lating fortunes, who welcome technical data and a diagnosis of 
our growth situations we recommend for substantial income and 
rapid growth. 


CAPITAL GAINS—NOT DIVIDENDS—BUILD FORTUNES 


One of the most prevalent fallacies that distorts the judgment 
of the average investor is the idea he can buy the strong spots in 
an advancing market and be sure of a profit. He has slight 


knowledge of stock market psychology and the dangers of 
following the activity in stocks. He knows next to nothing of the 
research needed in selecting growth values. He does not know 
how few are impulsed by the special advantages we look for in 
our discoveries. 


usual capital gains. 


Read what the Press Service that 
syndicated his "Comments" said: 


“What ‘Roystone says .. .” is respected by the best in Wall 
Street from the small speculator to the largest investment trusts.” 

“One thing is certain: Roystone knows the stock market 
With a truly remarkable record in earlier years while writing for 
this service he has foreseen all the important market changes.” 

“Followers all over America look upon Roystone as the most 
reliable long-term market diagnostician among the many 
Wall Street technicians.” 

We earnestly believe there is a tremendous need for honest in 
vestment and business guidance. Such assistance can be derived 
only from factually appraising future investment opportunities 
in the light of political and social trends. Without such guidance 
there is small hope for the individual in his quest for financial 
independence. Remember, there are rules for fortune-building 


good 


THE HUNDREDS OF LETTERS OF GRATITUDE AND PRAISE 

FROM OUR THOUSANDS OF HAPPY CLIENTS LIVING 

ALL OVER AMERICA AND THROUGHOUT THE WORLD 
WOULD FILL VOLUMES 


Now, to help you in your personal problems, we have created 
our special protective and instructive Contact Service to re 
place our newspaper comments. Thre fee (for 52 weeks) for the 
present, is only twenty-five dollars or five dollars for advice 
covering the next seven weeks of the current critical period. 

Thousands of our clients realize that when and what to buy 
is the secret of safety and success in fortune-building. When 
you send twenty-five dollars ask for the names of our low-price 
growth discoveries that we expect to more than double during 
the next few weeks: And also request “America Tomorrow” and 
those famous 27 Safety Rules for Investors and Traders. Annual 
subscribers may send a list of their stocks for the personal com 
ments of W. H. ROYSTONE, Forest Hills 7, Long Island, N. Y. 
(Instituted 1931.) Midtown consultation appointment, $25 
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If You Failed 
to SELL 


the last time— 


Nine times in the past twenty-four 
months the Odd Lot Indexes have indi- 
eated a change in the market's trend. 
Seven times the conclusions provided by 
the Indexes have proved significant. 


There is nothing stubborn about the 
Indexes; they do not cling to an erro- 
neous position which quickly appears to 
be invalid. The sensitive Studies are 
quick to reveal internal factors which 
mean a reversal in trend—either way. 


We must confess that, much as these 
identifications seem rewarding for the 
“blood, sweat, toil and tears” poured in- 
to them, it would be presumptuous to 
expect them to be infallible. But we 
have no choice than to proceed on the 
record which apparently remains intact 
—that the Indexes have yet to provide 
a major indication that could = safely 
have been ignored. 


The record since the Studies were first 
made public in 1948 seems clearly to 
establish that we will have better stock 
market results heeding what the Studies 
show us than ignoring their warnings— 
whether on a selling climax indicating 
the cleaning-up of liquidation or when 
the top-heavy structure is about to col- 
lapse. 


It is always the intention of Drew In- 
vestment Associates to faithfully report 
the danger signals—which normally 
precede an important change in trend— 
and say, in so many words, when pru- 
dence dictates the selling side. 


The sensitive Indexes normally 
vide useful warnings to identify the 
“selling area” prior to important de- 
cline. The Drew Reports should be es- 
pecially valuable in this phase of the 
stock market, 


pro- 


You may receive the Reports for 30- 
60 days at one-half their regular cost to 
determine their usefulness. If at the 
end of the trial you feel they have not 
contributed, we will refund payment. 


The 3 latest Reports will be included 
without charge. They pull no punches 
on the immediate situation, near term 
and long range prospects. 


Send your 3 latest reports and | 
Drew Studies as indicated. 


] month - $5 J weeks - $8 
Name 
Street 


Siate 


City 
INVESTMENT 
DREW ASSOCIATES 
INCORPORATED 
53 STATE ST. - BOSTON, MASS. 


F-29 
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INVESTMENT POINTERS 


A Model Portfolio 


THE portfolio listed below is suggested 
for income and appreciation. 

American Stores, long a favorite of 
mine, has done wonderfully well. It 
is currently selling near its all-time 
high. However, the company’s capi- 
talization is extremely small ($20.5 
million in funded debt, and 1,752,000 
shares of common stock) in compari- 
son with other leading companies in 
its field, and I believe that in due time 
the dividend will be increased, 
that the stock will be split. 

American Telephone and Philadel- 
phia Electric should continue to do 
very well, particularly with the pros- 
pect that money rates will 
to ease. 


and 


continue 


American Tobacco’s earnings have 
held up quite well, amounting to 
$8.28 a share last year, which com- 
pares with a ten-year average of $6.82 
a share. Earnings for the first three 
months of this year were $1.79 a 
share, compared with $1.44 a share 
for the first quarter of last year. The 
company’s finances are exceptionally 
strong: current assets at the close 
of last year amounted to $740 million, 
and current liabilities, $171 million. 
The company’s president recently 
stated that it expects to offer shortly 
“a radically new filter” on one of its 
cigarettes, and that “other measures 
are scheduled to be announced in the 
not too distant future.” The stock has 
done very little during the last few 
years, but I think earnings are now 
headed higher, and that in due time 
“AT” will advance to well over 100. 


At its present price, 85, the stock 


by JOSEPH D,. GOODMAN 


yields around 
5.9°7. Quite some 
time ago, I per- 
sistently recom- 
mended Reynolds 
Tobacco at very 
much lowel 
prices than now 
prevailing. I think that a switch from 
Reynolds to American Tobacco will 
prove profitable. 

Commercial Credit is the second 
largest independent unit in the in- 
stallment finance field. The company 
has an excellent record of earnings 
and dividends, and should be a very 
good stock to own, with a chance of a 
dividend increase. 

Du Pont has the finest 
management in the world, and, of 
course, needs no introduction. It has 
declined substantially from its high, 
249, reached in 1955, to its present 
price of around 176, where it is reach- 
ing a buying zone. 

General Motors has declined sub- 
stantially from its 1955 high of 54 to 
its recent price of 37, where it would 
appear to offer good value. 1958 will 
be a poor year earnings-wise, but I 
believe the stock has largely dis- 
counted this. Purchases are recom- 
mended between 34-38. 

Kennecott is the world’s largest 
mine producer of copper and is quite 
diversified, owning interests in a ti- 
tanium development, uranium, colum- 
bium, Kaiser Aluminum (1,925,000 
shares of common stock), and othe: 
interests. Finances are very strong. 
with cash items and net working capi- 


chemical 





American Stores 75 69 


American Telephone 177 
American Tobacco 85 
Commercial Credit 54 
du Pont 176 


General Motors 37 
Kennecott 85 
Philadelphia Electric 4) 
Pure Oil 33 
Quaker City Life Ins. Co. 37 


Sears, Roebuck 40 29 
Sinclair 72 53 
Swift & Co 52 33 
U. S. Steel 73 61 


*Includes stock 





PORTFOLIO OF INCOME STOCKS 


Price 
(Fractions Ignored 
1955-58 

High 


Recent 


**Prior to 1955, company was not a stock company 


Dividend Paid 
Each Year 
Since 


1939 


Indicated 
Dividend 


$2.00 plus 
5% stock 
9.00 
5.00 
2.80 
6.50 


1881 
1905 
1933 
1904 


2.00 
6.00 
2.00 
1.60 
1.50 plus 
5% stock 


1915 
1934 
1902 
1939 
1955* 


1.10 
3.00 
2.00 
3.00 


1935 
1934 
1934 
1940 
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tal amounting to $275 million and 
$328 million, respectively. Appears 
especially attractive around its pres- 
ent market price, with additional pur- 
chases warranted on reactions even if 
the dividend should be reduced. 

Pure Oil and Sinclair, likewise, have 
declined substantially from their highs 
attained several years ago, and both 
have reached levels where they rep- 
resent good value for the investor. In- 
deed, Pure Oil’s reserves of oil and 
gas are estimated at $119 on a per 
share basis. 

Quaker City Life Insurance’s rec- 
ord of growth to date has been very 
impressive, and this trend is expected 
to continue. Operations are carried 
on in 14 states. There are approxi- 
mately 400,000 shares of stock out- 
standing. Earnings last year amounted 
to $3 a share on a cash basis, or $5.07 
a share on an adjusted basis. The 
stock is traded in the over-the-coun- 
ter market. 

Sears, Roebuck has also declined 
sharply from its high of 40 reached 
several years ago, and has reached a 
level where I believe long-term pur- 
chases are once again in order. 

Swift is the largest meat packing 
company in the world, doing an an- 
nual business in excess of $2.5 bil- 
lion. Finances are strong, with a net 
working capital of $168 million, and 
a book value of $63 a share. The 
stock appears especially attractive 
around the depressed price at which 
it is currently selling. 

U.S. Steel’s earnings are expected 
to be lower this year. I believe the 
present $3 annual dividend will be 
maintained. At present the steel in- 
dustry is operating at slightly less 
than 50°. of capacity, and it is possible 
that this reduced rate will continue 
for a few months. However, a 50 
operating rate is historically low, and 
I do not believe that it will stay there 
long. Meanwhile, I consider the stock 
an excellent purchase around present 
prices, and on any reactions that might 
occur. 


Advance release of Forses columnists’ 
regular articles. excepting Mr. Lurie’s, 
will be airmailed to readers on the day 
of their writing. Rates on request. 





SUBSCRIPTION RATES: United States and 
Canada, | year $6; 2 years $9. Foreign and 
Pan American, $4 a year extra 
SUBSCRIPTION SERVICE: Please mail sub- 
scription orders, correspondence and in- 
structions for change of address to: 


FORBES FULFILLMENT SERVICE 


70 Fifth Avenue 
New York 11, N. Y. 


CHANGE OF ADDRESS: Please send old 
address (exactly as imprinted on mailing 
label of your copy of Forbes) and new 
address (with zone number if any): 
allow four weeks for change-over 














ForBES, JUNE 1, 1958 





New UNITED Report Selects: 


STOCKS TO PROFIT 


From Coming Wave of Gov't Spending 











8 Principal Beneficiaries Offer You 


Unusual Investment Opportunity Now 


| guearhatagei pressures in this Election Year promise to 
pump more funds into the economy, speed spending for 
defense, accelerate and increase public works, and add 
directly to consumer buying power through extended un- 
employment benefits and tax cuts. This coming big wave of 
Government spending will mean almost immediate new 
prosperity for certain companies. Ina timely Special Release, 
UNITED’s Staff pinpoints eight of these situations for 
investors who wish to profit from this new prosperity. 


8 Stocks Especially Recommended 


To share in these profits from stocks offering unusual 
opportunity for sizable gains, you will want to see 
UNITED’s timely Special Release on ‘‘8 Stocks to 
Profit Most from Government Spending.”’ 


FREE WITH TRIAL OFFER: Send $1 for the next 4 weekly issues 

of UNITED Reports and receive without additional charge, this 

new Special Study by UNITED. (This offer open to new readers only.) 

——-— FILL OUT COUPON AND MAIL TODAY WITH ONLY $1— — — 
SENT TO YOU BY AIRMAIL $1.25 [] 


Name. 


Address 


UNITED BUSINESS SERVICE. 


210 NEWBURY ST BOSTON 16, MASS 


Serving more individual investors than apr ther advisory service 








HOW BARON ROTHSCHILD 
BUILT A FORTUNE 
BUYING “STOCKS NOBODY WANTED” 


For large profits, Baron Rothschild the very stocks that Baron Rothschild 
bought stocks when nobody else was might be buying if he were alive today 
interested in them. He knew that stocks Our intensive and unique research re 
of solid, well-managed companies were ports pinpoint these stocks—stocks that 
often undervalued because of public represent unusual profit situations but 
ignorance. He also knew that ignored, are overlooked by the general public 
undervalued stocks always zoom as and selling far below their potential 
soon as the public awakens. That is worth. FREE TRIAL: See for yourself 
how he accumulated his vast fortune how you can reap large profits from a 
and his methods still work. Little-known small investment in these “unknown” 
stocks, many selling under $5, repre- stocks. Just send name and address on 
senting future profit opportunities, can a postcard—or mail coupon below for 
always be found if you know when and free one-month trial subscription. No 
where to look for them. We are at an obligation. Selected Securities Re- 
important point in the stock market search, Inc., Dept. F-62, Seaford, New 
NOW, when many investors are selling York. 
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Selected Securities Research, Dept. F-62, Seaford, New York 


Name 
lease send me your 


SR reports for 1 Address 
onth’s FREE trial. City Zone State 
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IS NOW THE TIME 
TO SPECULATE 
IN WARRANTS? 


well-timed speculation in warrants 
. very low prices can offer you big 
profits even a small fortune — in a 
short time. Here are two examples of 
‘leverage’ gains offered by warrants: 
while $100 in Tri-Continental’s stock 
was growing to $1,623 in 48 months, 
$100 in Tri-Continental'’s warrants grew 
to $17,200 — or 10.6 times as much 
And while $100 in Hoffman Electronics’ 
stock was growing to $2,267 in 24 
months $100 in Hoffman Electronics’ 
warrants grew to $50,000 —or 22.1 
times as much. Ag you can see, $100 in 
warrants (especially at low prices) can 
do the work of $1000 or even $2000 in 
growth stocks. Now many warrants are 
low-priced once again. And our Editors 
in a new Special Report select for you: 
“8 Very Low-Priced Warrants That 
Can Make You Big ‘Leverage’ Profits”. 
A copy of this new Warrant Report is 
yours as a special bonus now when you 
send just $1 (new readers only) to try 
our unique advisory service ‘The Growth 
Stock Letter’ for the next two weeks. 
Mail this ad with your name and address 
and $1 today. Send to Dept F-7 


DANFORTH-EPPLY 
CORPORATION 
— Investment Advisors — 
WELLESLEY HILLS 81, MASS. 


WABABABAABAAAAAAsS 


BEAR MARKET? 


When the market falls, many 7) 
stock warrants go down to very low e 
prices and afford the greatest Ss my 
appreciation on a rebound. Example: 

one market cycle a $500 investment in 4 
Tri-Continental warrants appreciated to # 
$85,000. You should read THE SPECU- 
LATIVE MERITS OF COMMON STOCK ‘ 
WARRANTS, by Sidney Fried, for the ’ 
full story of warrants, accompanied by s 
a list of 121 common stock warrants you 
should know about. For your copy, send % 
$2 to R.H.M. Associates, Dept. F-108, 220 # 
Fifth Avenue, New York 1, N. Y. 


BVA AAAAAAaaaan 


STOCK TRADERS 


Collateral Loans—Top Advances 


BEACON FINANCE CO. 
11 Beacon Street, Boston—LAfayette 3-2155 
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MAIL ORDER 
OPPORTUNITY 


EXCITING home business or office side line. Mail 
order executive will show you how to net large 
profits with no investment in merchandise or 
advertising required. Experience not necessary 
Proven practical, fully explained in FREE con- 
fidential letter. Write: IMPACT! INC., 3407 
Prospect Avenue, Dept. 7-5, Cleveland 15, O. 


The Board of Directors of 


CONSOLIDATION 
COAL 
COMPANY 


at a meeting held today, declared a quar- 
terly dividend of 30 cents per share on 
the Common Stock of the Company, pay- 
able on June 12, 1958, to shareholders 
of record at the close of business on 
May 29, 1958. Checks will be mailed. 
JOHN CORCORAN, 
Vice-President & Secretary 


May 19, 1958. 





MARKET COMMENT 


by L. O. HOOPER 


This Unsual Paradox 


I am not optimistic about a quick, 
vigorous recovery in the activity and 
earnings of the now depressed heavy 
industries. Things may not get much 
worse; and there may be a moderate 
rebound in steel, automobiles, copper, 
machinery and building. But the 
prospect for activity and earnings re- 
turning to the high levels of recent 
years (at least over the next year or 
more) is dim. As I see it, anything 
like that simply is not “in the cards,” 
and those who expect it are doomed 
to disappointment. 

At the same time, I think activity 
and earnings in the consumption in- 
dustries should be well maintained. 
Indeed, in some cases earnings actu- 
ally should rise. This is no “depres- 
sion” in the 1921, 1932 or 1938 sense. 
It is more than a “recession” in the 
1948 or 1952 sense. It is a “depres- 
sion” in the capital goods (heavy) in- 
dustries. It is not even a “recession” 
in many consumption goods areas. 

The causes of the reduced volume 
and lower profits in capital goods 
lines are much more complex than 
those of money and credit. They 
stem from the cumulative sins which 
economic man, in his enthusiasm, 
commits in any great and long-endur- 
ing boom. The retribution for these 
sins is established only by time-con- 
suming penance rather than by a 
short hour of humble repentance. 

As I see it, 1959 may be better than 


1958—but not a 

lot better. The 

new boom, which 

surely will come, 

is further in the 

future than many 

well-intentioned 

optimists are will- 

ing to project. Plentiful credit at 
low rates may stimulate some capital 
goods demand, but it won’t rebuild 
the boom overnight. You can lead 
the industrialist to the fountain of 
credit but you can’t make him bor- 
row unless he has an appetite to do 
something with the money. 

Well, if that is the case, why has 
the stock market been so strong? 
Why are price/earnings ratios higher 
than in years? Why are dividend 
yields declining? Why do stocks ig- 
nore, in such a large measure, the 
spectacular decline in earnings and 
dividend cuts? Is not the behavior 
of the market discounting in advance 
an early resumption of the boom? Is 
not the action of the market, in itself, 
“confidence creating” and a_ bullish 
influence on the emotions of those 
who decide the of industrial 
expansion? 

My to all this is that this 
recent rise in stocks is based largely 
(not entirely) on the pressure of 
abundant funds for investment, that 
unwillingness to pay the capital gains 
tax restrains investors from provid- 


issues 


answer 
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ing an ample supply of those “blue 
chip” (or shall I say, “sacred cow”?) 
stocks which the institutional and 
quasi-institutional investors insist on 
accumulating. Some of the money 
the credit authorities would like to 
see go into business, trade and plant 
expansion is finding its way into se- 
curities markets instead. Money re- 
fuses to be idle, and the stock market 
for at least 16 or 17 years has been a 
profitable place to employ it. Stocks 
are basking in the afterglow of popu- 
larity just as they languished in the 
afterglow of a bad investor expe- 
rience in an era of chronic unpopu- 
larity in the late Thirties and early 
Forties. They were not popular 
enough in the years prior to Pearl 
Harbor; they may be too popular 
now. 

Always remember that there is 
much less significance in stock prices 
than most people read into them. 
The going price of a stock has no 
more meaning than this: at the mo- 
ment this is the quotation at which a 
few owners are willing to sell and 
few potential investors are willing to 
purchase. Often price is made by 
only one hundredth of 1% of the peo- 
ple who own a stock. This has been 
especially true in recent years when 
the shares of many of our largest 
companies have been changing hands 
at so slow a rate as to require 10, 15, 
20, 30, 40 or even 70 years to turn 
over total ownership of the company 
once! Modern stock markets are very 
thin. Even in 1957 probably 86% to 
90° of all the shares listed on the 
New York Stock Exchange were 
owned by exactly the same people at 
the end of the year as at the beginning. 

This surplus of funds, money all 
dressed up and nowhere to go, is a 
factor with which the investor may 
have to contend for a long time. It 
threatens to keep the range of stock 
prices very high in relation to earn- 
ings and dividends. It threatens to 
make worthless, for a while, our tra- 
ditional ideas about the criteria of 
common stock evaluation; and it ap- 
pears to be doing that now, for the 
price of stocks is out of joint with 
earnings and the earnings outlook. 
Most important of all, this pressure of 
funds for investment threatens to de- 
prive the investor of the bargains to 
which the present economic adjust- 
ment historically should entitle him. 

The above discussion is not pre- 
sented merely as an _ entertaining 
economic essay to fill space at a time 
when good values are hard to find. 
It is prepared as a warning to in- 
tending stock buyers that the loose 
money factor may neutralize some of 
the seemingly well-taken bearish pro- 
jections of serious students of equity 

(CONTINUED ON PAGE 47) 
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This announcement is neither an offer to sell nor a solicitation of an offer 
to buy these securities. The offer is made only by the Prospectus. 


NEW ISSUE 


16,000,000 Shares 
The One William Street Fund, Inc. 


A Diversified Investment Company 


Capital Stock 


(Par Value $1) 


Price $12.50 Per Share 


(in single transactions involving less than 2,000 shares) 


Copies of the Prospectus may be obtained in any State only from such 
of the several Underwriters, including the undersigned 
as may lawfully offer the securities in such State, 


Lehman Brothers 


May 15, 1958. 





























NEW BULL MARKET IN 1958? 


“Dow Jones Industrials break 460 profit barrier’’, ‘‘Primary Trend Index rises to level 
have always preceded an extended advance in stock prices.” These facts, plus recent 
Investors Research Company's 10 Week Advance-Decline Index indicate that 
may begin in the weeks immediately ahead 
What justification is there for a sustained advance from current levels? Couldn't 
rally be written off as just an upward reaction in a bear market, as occurred this 
Has the base for a bull market ever been completed in the short time interval that 
from November 1957 to April 1958 


Special Report: $1 ji of these and other questions are answered in the 
Bulletin dealing with a 1958 Bull Market. This is not a \ report. Economic 
might appear to warn against investing at this time. Last Kus zust it was equally ur 
IR to advocate building heavy cash reserves yet the Dou if mes Industrials ‘ 
of a 60 point decline 


For your copy of this speeial analysis plus a 5 week trial to the IR six page report 
mail $1 with the coupon below. Refund guarantee applies. 


INVESTORS RESEARCH” 


Company (Dept. i eee ‘Specia 
922 Laguna Street 1958 Bull Market “plus 
. . . subscription Enclosec 
Santa Barbara, Calif. 
Name 
Address 

* Serving Investors in 48 states and 20 foreign nations. 
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Here are the Facts you need 


DAILY FOR ALL 
COMMODITIES 


Now you can get first thing every morning 
full, accurate prices on all commodities 
traded on all exchanges; price ranges, sales 
& open interest data by individual trading 
months, high & low prices for life of con- 
tracts, ete.—printed and punched for quick, 
easy reference and permanent filing in free 
binder. Indispensable for profitable trading; 
used for years by leading brokers; now 
offered to individuals. Established 1885. Print 
your name and address clearly and mail 


for FREE SAMPLE REPORT F.-2. 


THE MARKET NEWS 
Suite 1707-09 
40 Exchange Place, New York 5 




















Locked in with your 
profits by high taxes? 








“HOW TO GET 
TAX-FREE PROFITS 
AND 
A TAX-FREE INCOME 


Now you can get out of the market with 
all your capital gains intact—and enjoy 
other tax savings—simply by converting 
your securities into an American Bible 
Society Life Income Agreement. 


Look at al/ your benefits! 


1. No capital gains tax or gift tax to report 
on your converted securities. 


STOCK ANALYSIS 


by HEINZ H. BIEL 


If It’s Income You're After... . 


A souUND investment has to be pro- 
ductive.. It must produce either in- 
come or capital appreciation. Because 
our tax laws greatly favor capital 
gains over income, investors have 
been making every effort to translate 
income into capital gains in order to 
benefit from the lower tax rate ap- 
plicable to the latter. Many corpora- 
tions have cooperated to the fullest 
extent by distributing only a small 
percentage of earnings in form of cash 
dividends which are taxable as in- 
come, and to supplement such meagre 
cash payments by stock dividends. If 
the investor must have spendable in- 
come, he can always sell his stock 
dividends, the proceeds of which are 
only taxable as capital gains provided 
the stock is selling above cost at the 
time of distribution. Otherwise there 
is no tax whatever. Many companies 
don’t even bother with stock divi- 
dends—which, essentially, are mean- 
ingless anyhow—and the investor ex- 
pects that the undistributed income 
will accrue to him eventually in the 
form of a higher market price for his 
stock. Thus for most investors, there 
is no longer a clear demarcation be- 
tween income and capital gain, since 
a majority apparently prefer to get 
their “income” in form of “capital 
gains.” 

However, not everyone is willing to 
translate capital gains into income, or 
can easily do so. The income benefi- 
ciary of a trust, for example, is not 


academic interest 

to him. And there 

are many other 

investors who 

firmly believe that 

a conservative 

person should al- 

ways live within 

his income and never touch the capi- 
tal. This attitude may seem old- 
fashioned to some of us, unrealistic 
and unwise in view of present tax 
laws, but it is still so widely prevalent 
that it cannot be ignored. 

The problem of finding investments 
which produce an income that is both 
large and safe is becoming increasing- 
ly difficult now that the Federal Re- 
serve Board has once again embarked 
upon a credit policy of active ease 
which is designed to bring interest 
rates down. As far as_ high-grade 
bonds are concerned, the effect so far 
has been a 25% slash in yield since 
last October, from nearly 5° to about 
334%. The dividend return on utility 
stocks, which are particularly well 
suited for conservative income invest- 
ment, has similarly declined to about 
4.4% at present as compared with 
5.6% in the fall of 1957. 

Of course, there are scores of in- 
dustrial and railroad stocks which 
provide large yields, but unfortunate- 
ly the continuity of dividend rates is 
not always assured. What was an 8% 
yield in Allis-Chalmers became 4% 


when the $2. dividend, 


overnight 
2. Investment in tax-exempts gives you a 


permitted to touch the principal. 
tax-free income for life. 


Stock dividends or accruing capital 
appreciation are therefore of only 


which had been paid for six years, 
was cut in half. And a supposedly 
conservative stock like S. H. Kress, 


TWENTY LOWER MEDIUM-GRADE BONDS 


Interest 
Rate 


3. You reduce your income tax through a 
generous gift deduction. For instance, on 
a $10,000 investment at age 60, you can 
deduct $6,032.10 the first year. 








4. You reduce your estate tax. Maturity 


Date 


Recent Current Yieldto Quality Rating 
Price Return Maturity Moody’s S&P’s 


7/1/63 90 6.4% 8.0% not rated 
6/1/65 86 5.2 7.0 Ba B1-+ 
3/1/67 84 6.0 7.4 _ B 
9/1/68 90 6.1 6.4 Ba BI 
12/1/68 89 5.6 6.4 Ba B1-+ 
2/1/70 72 69 8.6 Ba BI 
7/1/70 83 5.4 6.5 not rated 
1/1/71 84 6.0 6.9 Ba Bl 
12/1/71 89 6.2 6.8 Ba Bl 
6/1/72 88 6.5 7.1 Ba BI 
8/1/72 91 5.5 6.0 Ba Bl 
5/1/73 67 7.5 9.0 Ba BI 
7/1/75 81 5.6 6.3 Ba Bl 
9/15/75 76 7.2 8.0 not rated 
10/1/75 84 5.1 5.7 Ba BI 


3/1/76 74 5.4 6.5 Ba B 
7/1/76 67 6.3 7.6 B B 
7/1/76 85 5.9 6.4 not rated 
Colorado Fuel & Iron* 4% 1/31/77 87 5.6 6.0 Ba BI+ 
Collins Radio* 5 6/1/77 85 5.9 6.4 Ba BI 
*Conversion privilege into stock has potential value. 


5. You can provide tax-free income for 
heirs. 

and 6. You do great good for the world 
through sharing in the Society’s vital work 
of translating and distributing the Bible 
wherever it is needed. 


Northspan Uranium 5%% 
Pennsylvania RR 4\ 
Sheraton Corp. 5 
Mack Trucks 5 
Pennsylvania RR 5 
Textron American 5 
Hilton Hotels 4\2 
Textron American* 5 
U. S. Industries* 52 
Fairbanks, Morse* 5% 
J. Ray McDermott* 5 
Del. Lack. & Western 5 
Merritt-Chapman & Scott* 4\ 
Food Fair Properties 5’ 
Burlington Industries* 4“% 


CLIP AND MAIL COUPON TODAY 


AMERICAN BIBLE SOCIETY, Dept. LiF-86 
440 Fourth Avenue, New York 16, N. Y. 


Please send me information on the Amer- 
ican Bible Society Life Income Plan on 
amounts of $1000 or more. 


0 Mr 


() Mrs. 
Name [) Miss 


Fruehauf Trailer* 4 
Capital Airlines* 4% 
Georgia-Pacific Corp. 5 





(please print) 


Address 





City __. Zone State. 
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which had paid the same $3 dividend 
rate for seven years and which for a 
full decade sold around 50 for a gen- 
erous 6% return, cut the dividend to 
$2 a share in 1956, reducing the in- 
vestor’s income by one third. 

Such experiences, and they have 
become uncomfortably numerous, are 
very upsetting. The investor is left 
with the unpleasant choice of either 
accepting an inadequate income or 
taking an inordinate risk. 

A partial answer to this dilemma 
can be found in bonds which quality- 
wise are not quite good enough to be 
acceptable for the institutional in- 
vestor of insurance, pension and trust 
funds and the like, but which are in- 
herently sound and unlikely to de- 
fault. Because institutions, which 
nowadays dominate the bond market, 
can’t or don’t want to buy such bonds, 
the yield steps up very sharply as 
soon as the quality rating falls below 


the acceptable level. The type of | 


bonds I have in mind are those which 
are rated “Ba” or “B1” by Moody’s or 
Standard & Poor’s, respectively; only 
under special circumstances should 
one go as low as “B.” I also suggest 
that preference be given to bonds 
with relatively short maturities, cer- 
tainly not beyond twenty years be- 
cause an approaching maturity tends 
to draw the price towards par, where- 
as very long-term bonds and certainly 
all preferred stocks lack this stabiliz- 
ing element. 

These are investments with a limit- 
ed objective. As a rule I frown upon 
them, because I think it is stupid to 
take any risk without adequate com- 
pensation. But there are circum- 
stances which force the investment 
advisor to compromise with his preju- 
dices, and if an investor requires cash 
yields of 5% or more, an investment 
in lower medium-grade bonds may 
meet his requirements without undue 
hazard. 

As some investors may not be fa- 
miliar with the terminology of the 
bond market, it should be pointed out 
that current return is the direct cash 
yield based on coupon rate and price, 
whereas yield to maturity takes into 
account the prorated discount from 
price to par value which will be elim- 
inated on the date of maturity. For 
example, the Pennsylvania Railroad 
general mortgage 44s, maturing in 
seven years, give a current return of 
only 5.2%, but a yield to maturity of 
7.0%; the somewhat longer-term 5s of 
1968, however, secured by the same 
mortgage, give a higher current re- 
turn (5.6%) but a lower maturity 
yield (6.4%). Only the coupon inter- 
est (current return) is taxable as in- 
come; the difference between price 
and par is taxable as capital gain 

(CONTINUED ON PAGE 46) 
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KNOW a Stock’s Record Before You 


BUY e SELL e HOLD 
ORDER YOUR COPY NOW 
Investor’s 1945-1957 Stock Record 


for Comparing Stock Values 


See how each stock fared in poor years as well as good years before you make 
an investment decision in this uncertain period. The quickest way to judge the 
present status and values of stocks you own or consider buying is to compare their 
performances of "past years. 


You can’t determine a stock’s current value unless you have its earnings and divi- 
dend record of previous years; and you can’t compare current prices with former 
prices unless you have a record of the hundreds of stock splits over the last thir- 
teen years. 


HERE YOU HAVE THE 13-YEAR RECORD 
of More than 1,000 Active Stocks 
on the New York Stock Exchange 
1945 - 1957 
EACH YEAR’S 


@ STOCK SPLITS 
® DIVIDENDS 


3.NEAR 
RECORD 


yep ON 
TOCH> * anc 
10 
ywe NER 
¥ @ PRICE RANGE 
© EARNINGS* 


(*1957 Earnings as available up to Publication) 


Nowhere else can you find more quickly, more easily, or at lower cost, each stock’s 
per share performance record over 13 years—essential facts and figures you as an 
investor require to invest more wisely, more profitably, particularly in this uncer- 
tain period. 


THIS BOOK can be indispensable to your investment success in the critical 
months ahead. 


Buy it for $1.50 .... or Get it FREE! 


Return this “ad” today with $1.50 check for your copy of the 13-Year Record Book. 
Or get it FREE with a 6-months’ Trial Subscription to FINANCIAL WORLD’s 
4-part investment service—26 weekly issues of FINANCIAL WORLD; 6 monthly 
copies of “Independent Appraisals” rating 1,383 to 1.870 listed stocks; Personal 
Advice-by-Mail on any security that interests you as often as 4 times a month; PLUS 
the forthcoming $5 Stock Factograph Manual and the Stock Record Book .. . all 
for only $12. Additional saving—yearly subscription $20 with above services. 


Take your choice but order today. Supply of this Book is limited. 


FINANCIAL WORLD 


Dept. FB-61—17 Battery Place, New York 4, N. Y. 











DON’T MAKE ANOTHER TRADE 
UNTIL YOU HAVE READ 


‘cc : ene ~.99 

How to Trade Commodities for Profit 

The “EXPERT” knows and the novice will soon learn the need for ance a 

in commodities 

Among the important subjects covered in our book “HOW TO TRADE COMMODITIES FOR 

PROFIT” are 

@ An explanation of what causes Commodity 
Price Trends; commond ond the Trend is Up; 

@ How the market may be measured to de- @ How you will know when Sellers cre 
termine the trend of prices; stronger and the Trend is Down; 

You will enjoy the background material about the Commodity Market vhat ke 

and its part in our economy 

A twenty-two year study of Buying and Selling in the Dow Jones Commodit I 

complete with charts and commentary 

Space does not permit complete elaboration of the wealth of information cor ‘ 

but you will be interested to know it explains how you may adapt commodity tra gt yur 

investment program 

Send $1.00 for your copy today and we will also send you free of charge 3 weeks trial of our 

Special Weekly Commodity Service, and our profit record for wheat and soybeans for the 


oi eto: MARKET RESEARCH ASSOCIATES 
108 South Los Robles, Pasadena, California 
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Free booklet-prospectus describes 


The Common 
Stock Fund 


of GROUP SECURITIES, INC. 


A mutual fund investing for income 
and possible growth through com- 
mon stocks selected for their invest - 
ment quality. 


Neme 





Address 


DISTRIBUTORS GROUP, INC. 
63 Wall Street, New York 5, N.Y. 











T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


OBJECTIVE: Possible long term 


growth of principal and income. 


OFFERING PRICE: Net asset value 
per share. There is no sales 
load or commission. 


Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md. 











IMAGINE ME 
EARNING $15,000! 


By a Wall Street Journal 
Subscriber 


I remember when I was earning $100 a 
week. I felt good about it. I dreamed 
that some day I might earn $10,000 a 
year. But it seemed remote. 

Then came the flood of rising prices 
and rising taxes. I had to do something 
to keep my head above water. One thing 
I did was to subscribe to The Wall 
Street Journal. It was a life preserver! 
It told me things to do to win advance- 
ment, to protect my interests and to in- 
crease my income. Last year I hit a new 
high. Just the other day I said to my 
wife, “Imagine me earning $15,000!” 

This story is typical. The Journal is 
a wonderful aid to men making $7,000 
to $20,000 a year. To assure speedy de- 
livery to you anywhere in the U.S., The 
Journal is printed daily in five cities — 
New York, Washington, Chicago, Dallas 
and San Francisco. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $20 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $6. Just send this 
ad with check for $6. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N.Y. FM-6 


| $50 to $250. 
| ever, has so far sought to pass along 








THE FUNDS 


THE OTHER SIDE 
OF THE SQUEEZE 


INFLATION last month was beginning 
to pinch mutual fund distributors in 
one of their favorite sales builders: 
the monthly accumulation plan. 
Henceforward, announced Trustee 
George Putnam of the $142-million 
assets George Putnam Fund of Bos- 
ton, his voluntary accumulation plan 
shareholders would be charged a flat 
40c fee each time they reinvested a 


| Putnam income dividend. 


The reason was not hard to find: 
Putnam’s custodian bank, like banks 
in Boston and across the nation, was 
raising its own service charges for 
shareholder accounts. “We've been 
forced,” explained chief Putnam dis- 
tributor Gipp Ludcke, “to ask our 
shareholders, who benefit from our 
voluntary accumulation plan, to bear 


| at least part of the cost.” 


Several other big fund distributors 
are mulling such a move. Com- 
plained one: “Our bank charges us 
80c to reinvest a dividend of a few 
pennies for one of our shareholders. 
So far, we national sponsors have 


| either absorbed all the cost ourselves 
| or passed part of it on to our dealers. 


Now we're. seriously considering 


| passing it along to the ultimate bene- 


ficiary, the mutual fund shareholder 
himself.” 

Higher Minimums. Nor were such 
service charges the only toll rising 
costs were taking among the accumu- 
lation plans. A long list of major 
funds raising the minimum 
amounts they would accept from vol- 
untary accumulation _ planholders. 
MIT, Fidelity and Incorporated have 
already boosted the minimum peri- 
odic investment from $25 to $50. And 
for new stockholders these same Bos- 
ton funds have raised the minimum 
initial investment from $250 to $500. 
These same funds now require new 
planholders to own $5,000, $1,500 and 
$3,000 worth of shares respectively 
before they will automatically rein- 
vest their cash dividends for them, 
where no minimum was required be- 
fore, except for Fidelity’s token $250. 

Bandwagon? Even smaller Aber- 
deen Fund and Pioneer Fund climbed 
on the Boston bandwagon, Aberdeen 
raising its minimum voluntary starter 
from $25 to $100 and Pioneer from 
Neither of them, how- 


were 


reinvestment of dividend charges to 
shareholders. As the manager of an- 
other smaller fund shrewdly ob- 
served, “The big boys can get away 


with it, but we little fellows wouldn't 
dare to pass along service charges to 
our shareholders. Mutual funds are 
a hotly competitive market.” 

Some funds, seeking a middle 
ground, try to pass along some of the 
smaller expenses they incur in keep- 
ing shareholders’ accounts. Affiliated 
Fund, for one, charges its dealers 40c 
per transaction when its shareholders 
reinvest their dividends, 50c when 
they make their regular payments. 
The dealer, who bosses the salesmen, 
is hit for a $2 monthly statement 
charge by the Vance, Sanders (MIT) 
Funds and the Keystone Custodian 
Funds as well. 

Costly Goodwill. “is it any won- 
der,” queried the sales manager of 
one leading New York fund, “that 
we're quietly trying to cut down on 
the number of small accounts we 
carry on a voluntary accumulation 
plan? Our own bank has raised its 
fees to us by 45° since last Septem- 
ber. We're servicing the small ac- 
counts at a loss for goodwill, but 
we’re not happy about it.” 

Explained one similarly strapped 
distributor: “It costs us $18.90 just to 
set up an account for a voluntary 
planholder— with a reinvestment 
feature—at our bank. It takes $2 to 
start the account and $1 to service it 
monthly; four 85c charges for rein- 
vesting income dividends; 80c for 
reinvesting a capital gains distribu- 
tion plus 70c for maintenance. In suc- 
ceeding years, the cost is $16.90. When 
you figure our own slice of the loading 
charge is only 2% (the dealer gets 
6°), we need to sell the accumulation 
planholder at least $900 yearly to 
break even. That’s why we raised our 
minimum and why others are going 
to have to go along with us.” 

What will the ultimate effect of 
these changes be? It depends in part 
on how many other funds follow the 
lead of the big Boston funds in rais- 
ing accumulation plan minimums. 
The managers of the U.S.’ 200 other 
funds reportedly are watching closely 
to see how much business and how 
much goodwill these higher mini- 
mums will cost the Bostonians. But 
more than one broker was wondering 
last month whether the mutual funds 
might not be defeating their own 
purposes by closing the door on the 
savings of many smaller investors. 


A BOOST TO M.L.P. 
& CONTRACTUAL PLANS? 


Two rival forms of dollar-cost-aver- 
aging and periodic investing may 
stand to gain from the latest changes 
in mutual fund accumulation plan 
procedure. The New York Stock 
Exchange’s Monthly Investment Plan 
allows the small shareholder to put 
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FUNDS 
VS. THE MARKET 


proposed new issue 


500,000 SHARES 


MISSILES-JETS 
& AUTOMATION FUND, INC. 
CAPITAL STOCK 


(par value $1) 
offering price $10 per share 


(in single transactions involving less than $10,000) 
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119492 “100 3 } . . 
|| Indexes use weekly closing prices. |” objectives: 


Fund indexes assume reinvestment 
ri! of capital quis of cat enret vale. 
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The Fund’s investments will be concentrated principally in 
the common stocks of companies engaged in missiles-jets 
and automation. The Fund will emphasize possible long- 
term growth in its selection of securities in these fields. 


A MT 


These shares will be offered to the public commencing on or about 
June 17, 1958 through a group of underwriters headed by the 
undersigned. 
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A registration statement relating to these securities has been filed with the 
Securities and Exchange Commission but has not yet become effective. 
These securities may not be sold nor may offers to buy be accepted prior 
to the time the registration statement becomes effective. This advertisement 
shall not constitute an offer to sell or the solicitation of an offer to buy nor 
shall there be any sale of these securities in any State in which such offer, 
solicitation or sale would be unlawful prior to registration or qualification 
under the securities laws of any such State. 


hi 


as little as $40 at a time into any 
listed stock and requires an initial 
investment of only $40. That makes 
it more accessible to small investors 
than the accumulation plans run by 
the Boston funds which have just 
posted higher minimums. True, such 
small accounts may seem like petty 
cash, hardly worth a salesman’s ef- 
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preliminary prospectus on request 


A copy of the Preliminary Prospectus may be obtained from your 
local broker or dealer or by writing the undersigned. 
forts or time. But many a small ac- 


count has gradually become a big one IRA HAUPT & co. 


over the years. Members New York Stock Exchange and other principal exchanges 
The controversial contractual or 11! BROADWAY, NEW YORK 6 

prepayment type of mutual fund ac- WOrth 4-6000 

cumulation programs may also bene- 
fit if minimums continue to go up on | AON AT wl 0 A Rm 
the voluntary accumulation plans. 

At least that is the way Walter Bene- 

dick, president and co-founder of eS es 


Manhattan’s Investors Planning Corp. STOCKS OR MUTUALS BOOK MANUSCRIPTS 


of America, looks at it. IPC is second Newspaper in America Devoted Exclusively Yo Mutual CONSIDERED 
only to Manhattan’s First Investors SELLING! COMPLETE Ft VERAG ee by cooperative publisher who offers authors earl 


publication, higher royalty, national distribution 


° E 
Corp. as a seller of this type of pro- | | PyyestiNc. Gov'r. contr iN and beautifully designed books. All subjects wel 


comed. Write, or send your MS directly 


: i : | ALI RS! EN 
gram under which the investor signs AGE COST PER YEAR OF LESS THAN WEEK! GREENWICH BOOK PUBLISHERS, INC. 
. mOney BACK GUARANTY IF NOT SATISFIED! Atten. MR. MELLON, Tm hat - ada AVE. 
up for a 10-year monthly investment sd monthly, #4 Annually. Send che The Mu NEW YORK 17, 
tend “Fund Reporter, Box 364, Fair Haven Then Jersey | 
program and is obligated to complete 
it. 
“By raising minimums,” argued 


Benedick last month, “the voluntary 

vlan are making it harder for ied | (FP YOU WANT UNUSUAL INVESTMENT PROFITS 
people to invest. Contractual plan —accept this FREE OFFER 

minimums are usually only $20 to | Avie rot rte Sars Sar cantata! Siar'temiaitnn agime Me 
start with a r subs - 


This Bureau hos prepared eye-opening Reports on tomorrow's amazing developments in high energy 
ments.” Adds he: “The great moral | fuels and propellants, magic metals, atomic power, petrochemicals and missiles. 


‘ : : : | These Reports are never technical—they are easy-to-read, down-to-earth explonations of just whot 
justification for mutual funds is to these discoveries will mean to business and to the ‘avester. They tell you how to protect your capital 
permit investments in small amounts | and how to stimulate its growth during the rapidly advancing scientific revolution. 


like these.” These Reports are plastic bound, and average about 24 pages each. Normally they ore unavailable 
: except on a subscription basis. However, in order to introduce them to os many investors as possible, 
Of course, the buyer of a contract- for a brief period we will send you one FREE, without obligation. 


ual plan can be hurt if he has to drop NUCLEAR ENERGY RESEARCH BUREAU 

out in the early years. Prepayment 68 William Street, New York 5, N. Y. 

type plans also tend to levy higher | Gentlemen: 

loading charges. But if regular mutual Please mail me, FREE, one of your Special Reports for investors in the 
funds neglect or actively discourage Missile and Atomic Age. 

the small saver, he will have little Name Address 

choice but to turn to contractual plans. | City State 
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A HEDGE AGAINST 
U. S. RECESSION? 


Yes. In Mexico's unchecked expansion! “But 
what do | know about Mexican investment?” 
Then perhaps it is time to start learning. 


Send $5 for 2 months’ trial subscription to 
INVESTORS’ MEXICAN LETTER including your 
choice of one special study on: (a) Legal ques- 
tions; (b) Mexican stocks; (c) Business oppor- 
tunities; (d) Taxes. 


Or send $30 for one year and all studies free. 
Money back guorantee. Our firm SEC registered. 


Write 


Carl D. Ross, Investors’ Mexican Letter 
Ramon Guzman 132, Dept. F, Mexico 4, D.F. 


TYPING CORRECTIONS 
WITHOUT ERASING 


When You Use 


DEL-E-TAPE 
(The eradicable typewriter ribbon) 
AETNA PRODUCTS CO., Inc. 
P. 0. Box 438 Hicksville, N. Y. 


Free toWRITERS 


seeking a book publisher 


Two fact-filled, illustrated brochures tell how 
to publish your book, get 40% royalties, na- 
tional advertising, publicity and promotion. 
Free editorial appraisal. Write Dept 99 


Exposition Press / 386 4th Ave., N.Y. 16 

















Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 196 
60 cents per share; 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 

Dividend No. 45 

27 cents per share 


The above dividends are pay- 
able June 30, 1958, to stock- 
holders of record June 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, June 30. 


P.C, HALE, Treasure 


May 15, 1958 


LURIE 


(CONTINUED FROM PAGE 36) 





field. It also owns the Maxim Silencer 
Company, an important factor in the 
field of industrial silencers and water 
distillation equipment. With the water 
problem acute in many areas, the use 
of purification equipment may be on 
the threshold of enormous growth. 
And thére are long-term pluses in the 
other divisions of the business, too. 
Emhart earned $4.39 per share last 
year and $3.67 per share in 1956, ex- 


| cluding in both years a small equity 


in the profits of Plax Corp. Although 
this year is off to a slow start, it 
could compare quite favorably with 
1957. And there are potential pluses 
which could make 1959 a very dy- 
namic yeal 

Speaking of offbeat stocks, most 
security buyers know little about Tex- 
as Instruments. Yet this company is 
the biggest manufacturer of semi- 
conductor products (such as transis- 
tors) in the world. Basically, Texas 
Instruments is what might be termed 
an electronics watchmaker, and a 
price has to be paid for the talents 
and skills harnessed by a most inter- 
esting management philosophy. Last 
year earnings of only $1.11 per share 
were reported on sales of approxi- 
mately $67 million. This year, sales 
may reach $85 million, and further 
progress is likely in 1959. 

That the transistor is Texas Instru- 
ments’ only volume item is far from 
a drawback: transistor volume may 
double in 1959. The company’s other 
divisions manufacture military ap- 
paratus, industrial instruments, and 
do geophysical exploration work 


BIEL 
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upon sale or redemption of the bond. 

Because the quality of these bonds 
is not “prime,” a measure of diversifi- 
cation is strongly recommended. It is 
equally essential that there be no re- 
laxation of vigilance. An obligation 
of Hilton Hotels, for example, may be 
considered absolutely sound in June, 
1958, and I suppose it will still be 
sound by 1970. But many things 
which are not now predictable can 
happen in twelve years. 

Finally, the market for bonds, 
whether it be on the New York Stock 
Exchange or over-the-counter, is 
quite “thin” at times, resulting in a 
wide spread between bid and asked 
prices. It is advisable, therefore, to 
enter orders at a price limit rather 
than “at the market.” 








Public Service Electric 
and Gas Company 


NEWARK,.N. J. 














QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending June 


30, 1958: 


Class of Dividend 

Stock Per Share 
4.08% Cumulative Preferred . .$1.02 
4.18% Cumulative Preferred 1.045 
4.30% Cumulative Preferred 1.075 
5.05% Cumulative Preferred . . 1.2525 
$1.40 Dividend Preference 35 

Common . bs 45 


All dividends are payable on or 
before June 30, 1958 to stock- 
holders of record May 29, 1958. 


F. MILTON LUDLOW 
Secretary 








PUBLIC SERVICE 
CROSSROADS OF THE EAST 




















UNITED CARBON 
COMPANY 


CHARLESTON, 
WEST VIRGINIA 


DIVIDEND NOTICE 








MERICAN 
_ =e 


CORPORATION 


DIVIDEND 

NOTICE 

The Board of Directors has 
this day declared a quarterly 
dividend of 25¢ per share on 
the Common Stock, payable 
July 1, 1958, to sharehold- 
ers of record June 13, 1958. 


J. H. ASMANN 
May 7, 1958 Treasurer 


Forses, JUNE 1, 1958 
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values. In short, stocks may not go 
as low as you think they should dur- 
ing some inevitable downward move- 
ment in the next few months. We 
may be in a fairly prolonged period 
of liberal equity appraisal. 

To document this a bit, just look 
at the funds this new One William 
Street Fund, Inc. has to invest. An- 
other not-too-large older fund has 
$50 million to spend on weakness. 
Money keeps pouring into the coffers 
of employee funds like those of Sears, 
Roebuck & Co. and General Electric. 
Contributions to pension funds flow 
in, and part of the money goes into 
equities. Furthermore, this new type 
of institution almost never is a seller 
on balance. Brokers know they have 
been pressed by clients to make buy- 
ing suggestions and criticized for 
counselling delay for better values. 
This flow of cash is the one big thing 
that can’t be measured. It will be a 
factor of support when the market is 
“under attack.” Keep in mind, how- 
ever, that there will be periods when 
cash pressure will be hes less effec- 
tive than recently. Its effect is bound 
to blow hot and cold. 

There are no enthusiastic buying 
suggestions in this column this time. 
Good relative values are provided by 
British Petroleum, Standard Oil of 
California, Stewart-Warner, Mont- 
gomery Ward, Reynolds Tobacco B 
and J. C. Penney. It probably is too 
early to buy the motors, but they are 
candidates for accumulation on real 
weakness. 





- DIVIDEND NOTICE 


Or! Gas, Cremicai ane 
Electrome Equipment 
& Technical Services 


A Growth Company 
Serving 


Growing Industries 


The Board of Directors 
has this day declared a 
quarterly dividend of 
$0.50 per share on the 
common stock, payable on 
June 16, 1958 to share- 
holders of record as of 
the close of business 
June 2nd. 


R, E. REIMER 
Evecutive Vice President 


and Treasurer 


May 22, 1958 
Dallas, Texas 
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DIVIDEND NOTICE 
MIDDLE SOUTH UTILITIES, INC. 


The Board of Directors has this day de- 
clared a dividend of 45c per share on 
the Common Stock, payable July 1, 
1958, to stockholders of record at the 
close of business June 10, 1958. 


May 16, 1958 


H. F. SANDERS 
Treasurer 


SERVING THE MIDDLE SOUTH 


Arkansas Power & Light Company 
Louisiana Power & Light Company 


Utility service by tax-paying, 
publicly-regulated companies 
made this dividend possible 


Mississippi Power & Light Company 
New Orleans Public Service Inc. 








GEO 
qoseceseee> [Pal MRS YI. 
. “PROTECTION | Y 
THE FLINTKOTE COMPANY 

New York 20, N. Y. 
QUARTERLY DIVIDENDS 
have been declared as follows: 

Common Stock* 
sixty cents ($.60) per share 
$4 Cumulative Preferred Stock 
one dollar ($1) per share 


Both dividends are payable June 
16, 1958 to stockholders of record 
Seon” close of business May 22, 


_ WILLIAM FEICK, Jr. 
Vice-President and Treasurer 
May 7, 1958. 


"119th spegeusive 
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THE FRANKLIN LIFE 
INSURANCE COMPANY 


DISTINGUISHED SER\ 


The largest legal reserve 
stock life insurance Company in the linited States 
devoted exclusively to the underwriting 


of Ordinary and 


Dividend Notice 


The Board of Directors of The Fr 

Life Insurance Company has dex ren a 
a stock dividend of § payable to 
stockholders of record at the close of 
business June 6, 1°58. Stock certificates 
for the dividend will be mailed July 1 
1958. 


Georce E. Hatmaker 


Secretary 




















234TH CONSECUTIVE CASH DIVIDEND 


A dividend of twenty-five cents 
($.25) a share has been declared 
upon the stock of BURROUGHS 
CORPORATION, payable July 21, 
1958, to shareholders oT record 
at the close of business June 
1958 

SHELDON F. Hau 


Burroughs 








Springfield, Illinois, May 15, 1958 











TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company's cap- 
ital stock outstanding and entitled to re 
ceive dividends, payable June 16, 1958, 
to stockholders of record at the close of 
business May 26, 1958. 


E. F. VANDERSTUCKEN, JR., 








231St consecutive 


QUARTERLY DIVIDEND 


-Amount: 50 cents per 
common shore 
‘Date of Record: 
JUNE 9, 1958 
‘Date of ‘Payment: 
JUNE 30, 1958 


E. J. DWYER 
Vice-President & Secretory 
MAY 7, 1958 


THE ELECTRIC 
>» STORAGE BATTERY 
COMPANY 








ROME CABLE 


ane oe eee ee we 


77th Consecutive prom 
The Board of Directors of Ro 
Cable Corporation has declares i 
secutive Dividend No, 77 for 
cents per share on the Common 
Stock of the Corporation, payabic 
July 1, 1958, to holders of re 
ord at the close of business on 
June 13, 1958 

Gerarp A. Weiss, Secretery 
Rome, N. Y., May 9, 1958 
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Cn open flor To ‘Do-it-yourself Gveslres: 


1 know that in today's unsettled market you would welcome some means of investing with greater 


confidence . 


Fortunately, a means does exist, and more and more investor oking into it, particularly in 
recent months. e that many ° For 4 number of years 

they have had reasonably good results fr i ti i sis. But today they 
are confused and deeply concerned becau i i the drastic market 


decline. 


They want answers they c4n have faith in -~ answers directly applicable to their ow? individual 


gituation -~ to questions such as: 


df, Do my pres resent top values NOW-** or should | make some changes? 
d, Which comp t hold may cut oF omit gividends ? 
df Should I lean toward i like tobaccos» utilities, foods ? Or should 
1 consider ponds? 
df Which stocks now reasonably priced offer the best opportunities for yninvested cash? 
of folio out of palance? where is it weak -~ and where strong -~ in terms of 
my presé objectives ? 
df Could professional investment counsel really help me? 


adjustments, the chances of making wrong decisions 
That's why I 84Y the need for constant portfolio 
more vital. And -- | speak from years of experience 


problems ° 
ough time, ‘ning. It's appalling because 
professional assista i o easily to be ha xpensive basis. 


— 


As 1 said at the beginning» however» recognizing need such 


help. Among them i j can't afford undue risk, 

maintain and incre i isi ivi , Others are men whose own pusinesses 

are demanding inte i e of the profit squeezes severe compe= 
and price cutting: d to be freed from the responsi- 


s of investin 


Whatever Y iti i of FORBES SECURITIES 
MANAGEME . ° i to make sure your inve stments 
are in line with your fi i i i i ‘ completely personal services 
tailor-made to the needs and ob i 25, 000-uP class. 


ike to tell you exactly how FORBES SECURITIES MANAGEMENT operates» 
free you from the increasing cares and risks of guiding your own investment program, 
can steer your money into more profitable channels. 


Please give me the information requested in the card below. It will be held in strict confidence 
and will not obligate you in the least. 1 shall see that a COPY of our pooklet om FORBES 
SECURITIES MANAGEMENT is sent to you by return mail. 


Mr. D'Arcy Parrott, Director sincerely ¥ 


Forbes Securities Management Inc. 
70 Fifth Avenue, New York 11, N. ¥- 
1 may i ed in retaining the 
SECURITIES ENT. will you kindly 
obligation com ils? My present investments are 
valued at approximately $ . [have an additional 
in 


cash available for investment. Director, 


Forbes Securities Manage 


$$ 


Please Print 


i eee aa —— 
subsidiary ot FOR 


BES Inc. 





COSDE 


DIVIDEND NOTICE 


The Board of Directors has declared 
a regular quarterly dividend of 25¢ 
per share and a Special 3% Stock 
Dividend on the common stock of 
this Company, both pay- 
able June 30, 1958, to 
stockholders of record at 
the close of business June 
10, 1958. 

R. L. To.vert, 

President 
Big Spring, Texas 











PHELPS DODGE 
CORPORATION | 


The Board of Directors has de- 
clared a second-quarter dividend 
of Seventy-five Cents (75¢) per 
share on the capital stock of this 
Corporation, payable June 10, 
1958 to stockholders of record 
May 21, 1958. 


M. W. URQUHART, 
Treasurer. | 


May 7, 1958 














236th 
Consecutive 


Quarterly Dividend 

A dividend of seventy-five cents 

per share on the capital stock of 

this Company has been declared 

payable July 15, 1958, to share- 
holders of record June 13, 1958 

EMERY N. LEONARD 


Secretary and Treasurer 
Boston, Mass., May 19, 1958 


REWRY 


A quarterly dividend of forty (40) 
cents per share for the second quarter 
of 1958 has been declared on the com- 
mon stock, payable June 10, 1958 
to stockholders of record at the close 
of business on May 23, 1958. 


Drewrys Limited U. S. A. Inc. 
South Bend, Indiana 


T. E. JEANNERET, 
retary and Treasurer 
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BOOKLETS 


Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Fores Magazine, 
70 Fifth Avenue, New York 11, N.Y 


505. Mercers: A lucid and 
discussion of recent merger 
compared with those of the past, 
pamphlet points out that bigness does 
not seem to be a major factor in the 
present wave of mergers. A study of the 
ten largest manufacturing corporations 
(in size of assets) between the years 1920 
and 1925, for example, shows that only 
6% of their growth can be accounted for 
by acquisition. Yet during the ‘20s there 
were at least 14 mergers in which both 
combining companies had assets of more 
than $50 million. During the longer span 
of time between 1940 and 1954, on the 
other hand, only ten mergers worth $50 
million in assets were made (23 pages) 


compact 
trends as 





506. PerceNTAGE Dep_etion: The oil in- 
dustry’s high 27.5% depletion rate has 
long been a matter of controversy. This 
booklet examines the subject of deple- 
tion: what it is, how it works, why the 
petroleum companies were awarded the 
present figure. The author, an oil con- 
sultant, is forthrightly on the industry's 
side but buttresses his arguments with 
so many statistics from such varied 
sources as bank studies and congressional 
hearings that the impartial reader cannot 
help but be impressed by his case. His 
main contention: the 27.5% rate approxi- 
mately equals depletion in other extrac- 
tive industries when judged on net rather 
than gross income (11 pages) 

507. TH1ncs You SHoutp Know Asout 
Room Air ConpITIONERS: With the warm- 
weather season approaching, you may be 
considering investing in an air-condition- 
ing machine. If so, this leaflet—prepared 
by the Better Business Bureau of New 
York City—should help you make your 
selection. It discusses the functions of the 
air conditioner, “BTU’s” (a much bette 
measure of capacity than the ton o1 
horsepower designation commonly used), 
current required, consumption cost, wil 
ing (5 pages) 


508. PR. anp You: Although prepared 
primarily as a digest of successful pub- 
lic-relations thinking and experience in 
the gas industry, this should prove to be 
a useful handbook for any one 
a business, large o1 


who run 
Public 
than mers 


small rela- 
tions, it emphasizes, is more 
words. It consists in its simplest 
of any contact an employe has with any 
one outside the company. The booklet 
suggests ways & means of making such 
contacts pay off in creating for the 
| company an aura of good will (24 pages) 


form 





this | 





173° CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business Ma- 
chines Corporation has today 
declared a quarterly cash divi- 
dend of $.65 per share, pay- 
able June 10, 1958, to stock- 
holders of record at the close 
of business on May 12, 1958 

Cc. V. BOULTON 


Treasurer 


590 Madison Avenue 
New York 22,N.Y 
April 29, 1958 








INTERNATIONAL 
BUSINESS MACHINES 
CORPORATION 








STANDARD PRESSED STEEL CO. 


JENKINTOWN 
PENNSYLVANIA 


The Board of Directors of 
Standard Pressed Steel Co. de 
clared a quarterly dividend of 
eight cents per share on the 
common stock, payable June 
10, 1958, to stockholders of 
record May 29, 1958. 

JAMES V. LESTER 


Treasurer 


May 14, 1958. 











E.1.0u PONT De NEMOURS & COMPANY 


Wilmington, Del., May 19, 1958 


| The Board of Directors has declared this 
day regular quarterly dividends of $! 
| a share on the Preferred Stock 
Series and 87'/,¢ a share on the Pre 
ferred Stock—-$3.50 Series, both 
able July 25, 1958, to stockholders of | 
record at the close of business on July | 
0, 1958; also $1.50 ao shore on the 
Common Stock as the second quorterly 
nterim dividend for 1958. payable June 
14, 1958 to stockholders f 


ecord at 
the close of business on Moy 26, 195 | 


P. S. pu Pont, 3rp, Se 
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MANUFACTURING co 
Dividend No. 113 

113 of Fifty 

C Dividers0 eo the Common 

“y jeclared, _ 
1958, to stoc 

. 8. 
oe of record June 16, 195 

M. B. LOEB, President 


Brooklyn, N. ¥. me RS 
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THOUGHT 


The strongest bond of human sym- 
pathy, outside the family relation, 
should be one uniting all working 
people, of all nations, and tongue, 
and kindreds. Nor should this lead to 
a war upon property, or the owners 
of property. Property is the fruit of 
labor; property is desirable; is a posi- 
tive good in the world. That some 
should be rich shows that others may 
become rich, and hence, is just en- 
couragement to industry and enter- 
prise. Let not him who is houseless 
pull down the house of another, but 
let him labor diligently and build one 
for himself, thus by example assuring 
that his own shall be safe from vio- 
lence when built.—ABRAHAM LINCOLN. 


Democracy is a cause that is never 
won, but I believe it will never be 
lost. —CHaARLES A. BEARD. 


The most important unsolved prob- 
lem in education is discovering and 
releasing the maximum potential of 
each child. We need poets, senators, 
businessmen, as well as scientists and 
engineers. If we discover what chil- 
dren have in them early enough, we'll 
have more than enough of everything. 

—JOHN HERSEY. 


A real home is a shelter from the 
storms of life, a place to enjoy, a 
place in which to relax, a place of 
peace and rest. A true home is the 
center of all human hopes and ideals. 
It does not have to be a mansion. 

—Dr. Ciirrorp R. ANDERSON. 


Eighty percent of our criminals 
come from unsympathetic homes. 
—Hans CHRISTIAN ANDERSEN. 


Those who break down the dikes 
will themselves be drowned in the 
inundation. —CONFUCIUS. 


I do not regret having braved pub- 
lic opinion, when I knew it was wrong 
and was sure it would be merciless. 

—Horace GREELEY. 


Avarice, in old age, is foolish; for 
what can be more absurd than to in- 
crease our provisions for the road the 
nearer we approach to our journey’s 
end? —Marcus Tutuius CIcero. 


Toleration has never been the cause 
of civil war; while, on the contrary, 
persecution has covered the earth 
with blood and carnage. 

—FRANCOIS VOLTAIRE. 
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ON THE 
BUSINESS OF LIFE 


Always take the short cut; and that 
is the rational one. Therefore, say 
and do everything according to the 
soundest reason. 

—Marcus AURELIUS. 





B. C. FORBES: 


Study and striving to excel in 
one’s line of work are usually 
extolled because of the in- 
creased remuneration outstand- 
ing achievement brings. Higher 
pay is worthwhile and, besides, 
superior performance commands 
recognition, approval and some- 
times fame. There is some- 
thing beyond all this, however, 
which is rarely mentioned: It 
is the inward satisfaction which 
comes from realization of a job 
well done, from conscientious 
concentration on doing one’s 
very best... After all, not many 
things in life are transcendently 
important. Essential to happi- 
ness are the earning of a living, 
harmonious family relation- 
ships, some true friends. Be- 
yond that, what? I would rate 
at or very near the top a sense 
of satisfaction that one is dili- 
gently exercising every ounce 
of mental and physical vitality 
to put a maximum into the 
world, to serve one’s brief day 
and generation, to contribute 
rather than to be overmuch 
concerned about collecting. In 
brief, the deepest joy is deriv- 
able from doing a meritorious 
job, doing it with all one’s 
might. Slackers are sorrowful 
specimens, incapable of enjoy- 











ing life to the full. 





Doing an injury puts you below 
your enemy; revenging one makes 
you but even with him; forgiving it 
sets you above him... . Be civil to 
all; sociable to many; familiar with 
few; friend to one; enemy to none. 

—Poor RIcHArD. 


A man is already of consequence in 
the world when it is known that we 
can implicitly rely upon him. Often 
have I known a man to be preferred 
in stations of honor and profit because 
he had this reputation: When he said 
he knew a thing, he knew it; and 
when he said he would do a thing, he 
did it. —Epwarp Butwer-LytTTon. 


They that will not be counselled, 
cannot be helped. If you do not hear 
reason she will rap you on _ the 
knuckles. —BENJAMIN FRANKLIN. 


Some people think that all the warld 
should share their misfortunes, though 
they do not share in the sufferings of 
anyone else. —A. POoINCELOT. 


Art is a human activity consisting 
in this, that one man consciously, by 
means of certain external signs, hands 
on to others feelings he has lived 
through, and that other people are 
infected by these feelings and also 
experience them. —Leo To.tstoy. 


A man should live with his superi- 
ors as he does with his fire; not too 
near, lest he burn; nor too far off, lest 
he freeze. —DIOGENES. 


It is not the eye that sees the beau- 
ty of the heaven, nor the ear that 
hears the sweetness of music or the 
glad tidings of a prosperous occur- 
rence, but the soul, that perceives all 
the relishes of intellectual perfection. 

—JEREMY TAYLOR. 


A man is rich in proportion to the 
number of things which he can afford 
to let alone. 

—Henry Davin THOREAU. 


There are few ways in which a 
man can be more innocently em- 
ployed than in getting money. 

—SAMUEL JOHNSON. 


It is the age that forms the man, not 
the man that forms the age. Great 
minds do indeed react on the society 
which has made them what they are, 
but they only pay with interest what 
they have received. 

—Tuomas B. Macautay. 





More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. 








A Text... 


Sent in by T. J. Michael, Los 
Angeles, Calif. What's your fav- 
orite text? A Forbes book is pre- 
sented to senders of texts used. 


Wherefore seeing we also are compassed 
about with so great a cloud of witness- 
es.... let us run with patience the race 


that is before us. 


—HeEsBrREwS 12:1 
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HOW BENDIX MAKES UNDERWATER DEVICES WORK 
FOR THE GOVERNMENT AND INDUSTRY 


The tremendous diversity of equip- 
ment designed and built by Bendix 
includes a host of products which are 
at work beneath the sea. 

a has =» there are Bendix 
= telephones for sub- 
marines and Bendix listening equip- 
ment which locates enemy submarines 
and surface ships. Bendix hydraulic 
equipment controls the steering 
aboard submarines and provides the 


A thousand products 


power for other vital functions. There 
are torpedoes and undersea missiles 
with Bendix “‘brains” to guide their 
operations. 


Ni “e 


Finder assures bigger catches for 


In the commercial field 
the famous Bendix Fish 


fishermen around the world and ma- 
terially aids in maritime navigation 
Other Bendix Depth Sounders aré 
charting rivers, harbors, and the ocean 


“Condiix” 


AVIATION CORPORATION 
Fisher Bidg., Detroit 2, Mich 


floor as part of surveying, dredging 
and exploration operations. Sonic and 
ultrasonic equipment, stull another 
Bendix development, is performing 
spec tac ular cleaning, HiiNIne and 
emulsifying operations for many 


industri il purpose Ss. 


For additional information about this 
Division, 
Bendix Aviation Corporation, North 
Hollywood, California 


equipment contact Pacific 


a million ideas 





> 


Ive been framed! 


“1 shudda quit when I found they didn’t have a postage meter. 
But they sweet-talked me into staying . . . made me think they'd 
get one. But look! Still the same old lick and stick. Slow. Messy. 
Bush league method. This time, I'm sure telling ’em: it’s a 
postage meter .. . or goodbye!” 


Get a postage meter—and you do away with licking and 
sticking stamps and envelope flaps. You print your postage as 
you need it, for any kind or class of mail, and always have the 
right stamp on hand. Save mailing time and postage. And 
your metered mail needs less handling time in the postoffice, 
can often catch earlier mail trains and planes. 
Now, even the smallest office can have a postage meter 
and the prestige of metered mail— with the little, inexpensive 
DM, the desk model meter. A third of DM users spend less 
than $1 a day for postage. Electric models available. 


Call or write for free illustrated booklet. 


ee eer 
= Postage Meter 


Made by the leading manufacturer of mailing machines... 


Offices in 107 cities. In Canada: Pitney-Bowes 


of Canada, Ltd., Dept. 358, 1156 Bay St., Toronto 


A postage meter... 


seals as well as stamps envelopes; most 
models stamp and seal simultaneously . 
® Protects postage from loss, damage, 
misuse. Does its own accounting. And 
saves trips to the postoftice. 

@ Provides parcel postage on special 
gummed tape, with a dated postmark. 
@ Prints your own postmark ad with 
the meter stamp, if you like. 

@ Requires no minimum mail volume; 
any one can easily use a postage meter! 


FREE: Handy desk or wall chart 
of postal rates with parcel post map 


and zone finder, 


: Pitney-Bowes 


1758 Pacific St. 
Stamford, Conn. 


Send free booklet, Postal Rate Chart to: 
Name 


Address 





